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Uighur Peoples Seen as Potential ‘Ethnic Bomb’ 
for East-West China 


Y44E ] 206A Moscow NEZAVISIMAYA GAZETA 
in Russian 3 dug 94 pp 1, 3 


[Article by Igor Rotar, Bishkek, Alma-Ata, Kuldzha 
(Sintszyan-Uighur Autonomous Region): “Ethnic Bomb 
in China's North-West’] 


[Text] The gaining of independence by Central Asian 
States has changed the geopolitical situation in. all 
Western Asia. The split of Afghanistan on an ethnic basis 
(Tajyiks and Uzbeks live compactly in this country’s 
north) has complicated the situation even more. In 
essence, today there are two Uzbek and Tajik states 
divided only by the border Pyandzh River 


However, one can hardly be sure that the region’s global 
territorial division has been completed 


Ihe Sintszvan Uighur Autonomous Region (SU! AR) bor 
ders on the east with Kazakhstan, Kyrgyzstan. and 
Tajikistan. Turkic peoples 
tribesmen of Central Asian peoples 
percent of its population 


close relatives and fellow- 
make up about 60 


From the Archives of NEZAVISINIAY A GAZETA 


According to the official 
Republic of China the populat: via. 


statistics of the People’s 
ithe SUAR (Eastern 


Turkestan) totals 15 million. The vumber of Turk 
language peoples of the Moslen ' 1s about 9 million 
including more than 7 million Uighurs, 900,000 Kaza- 


As Uighur dissidents main- 
peoples in the 


khs, and 130,000 Kyrgyz 
tain, the number of Turkic-language 


region is about 25 million 


Ihe SUAR has the richest natural resources, which 
according to Chinese evaluations, make up 80 percent of 
all of the country’s natural reserves. Petroleum reserves 
the largest on a world scale, are concentrated here 
According to evaluations by many Western specialists 
they are comparable with “black gold” reserves in Saud 
Arabia ; 


Historically, the territory of Eastern Turkestan was most 
closely connected with Central Asia. Periodically, parts 
of the territories of Eastern Turkestan and Central Asia 
(Western Turkestan) were unified into single states. The 
division of the territory of Turkestan into Western and 
Eastern occurred in the second half of the | 8th century 
when part of the territory of one ethno-historical region 
went to Russia and part, to China. Even today the 
appearance and style of life of SUAR cities are virtually 
indistinguishable from Central Asian ones 


In ancient times the native population of Eastern Turke- 
stan—the Uighurs—had a strong civilization, which had 
a tremendous effect not only on Central Asia, but also on 
China. In 1759 under the onslaught of Manchurian 
Chinese troops the Uighurs were deprived of their state 
hood. The captured lands began to be called Sintszyan 
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in Chinese), Since the treme of Eastern 
lurkestan’s inclusion in China the 
more than 400 times 


(“New Border” 
Uighurs revolted 


[he resistance of the native population did not cease 
even after the advent of communists to power in China 
However, since the beginning of perestioyka in the 
Soviet Union local underground movements received « 
new impetus. During the recent period the strongest 
resistance occurred in 1990 not far from the city of 
Kashgar in the settlement of Barin. According to unot 
ficial data, the clash between the civilian population and 
the police broke out after the authorities closed the 
believers’ access to the mosque. Demonstrators captured 
arms from the police and declared a “holy war.’ The 
revolt was suppressed cruelly. According to the data of 
Uighur human rights organizations, six people were 
executed by shooting and about 6.000 were arrested 


Peking was never able to 
Uighur underground. On 27 September 1992 
in the region of the city of Kumul a group of armed 
Uighur youths demolished the railroad connecting the 
SUAR with China. On 22 April 1994 an explosion 
occurred at the military base near the cry of Turfan 
From 15S through 20 May 1993 a group of Uuighurs 
launched an attack on installations belonging to the 
Lobnor atomic proving ground. On 17 June 1993 a 
bomb exploded across the street from a hotel in Kashgar 
Throe people were killed 


Having defeated the rebels 
smash th 


i nder the Guise of a Businessman 


In order to see what was happening in the SUAR with 
my own eves, | decided to cross the border. Alas, this 
proved to be not easy. The Chinese Embassy in Kyr 
gyzstan categorically refused to give me a visa. Even 
Askar Akayev’s personal petition did not help. I, a 
orrespondent of NEZAVISIMAYA GAZETA, man 
aged to get into China only through Kazakhstan 
the guise of a local businessman 


unde! 


What is happening in the SUAR today somewhat resem 
bles the situation in Ceatral Asian republics on the eve of 
the split of the USSR. The Uighurs are dissatisfied with 
the fact that the Chinese hold all leading posts. “There 1s 
not a single Uighur among drivers of trucks transporting 
the goods of ‘shuttles’ to the border with Kazakhstan and 
this 1s very profitable work,” local residents complained 
to the NEZAVISIMAYA GAZETA correspondent. The 
(hinese also have their arguments: “The Uighurs simply 
do not want to do a good job and to work hard! Look who 


works at construction sites—only the Chinese” It 1s 
significant that even Uighur “shuttles” from Kazakhstan 
acknowledge the industriousness of the Chinese | 


prefer to hire the rickshaw of a Chinese person. For 15 
yuan (about 2 dollars—I.R.) he will drive me and my 
goods for a whole day, while ours will demand new pay 
every 2 hours. We also hire the Chinese to tle up boxes 
Their work does not even need to be checked—the rope 
will be tightened like a string,” an Uighur businessman 
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Uighur dissidents attribute t! 
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Uighurs are slaves working | 


forced labor 1s always unprod| 


Phe incessant migration from int 
the strongest irritation on t! 


tion. For example, in 1949 

about 4 percent ol! Eastern | 

lodav. however. as already Stated. t! 
percent ‘It the situatior 1)! yk 
become a minority in our homeland 


complained to the NEZAVISIMAYA G 


spondent 


The Chinese law on the restrict 
evokes tremendous indig! 
have two children) 
the more children at home, the! hay 
The Chinese law off ds our ta 


\ ray r Ni 


The ban on a third 
Uighur-Central Asian para! 

Russian sentiments wet 

Asia. Local residents could 

lived better than they did and |! 

more of them, but the attitud I 1! 
neighbor was and remains surprising 
SUAR. however. the hatred of the nat 
the Chinese is manifested very clea 

an underlying political, as w 

example, an Uighur will never go to a ¢ 
\ Chinese person p: 

his fellow-tribesmat 


vice versa 


The author of these In 


between the owners of an U1 ind a 

house. Their restaurants were 

meters from each other. Uighur 

from one establishment and ¢ 

another. This resulted 

impossible to discern any 1 dv. HI 

owner wanted his neighbor “t ff 

Virtually all the Uighurs with whon 

MAYA GAZETA correspondent ass 

the first opportunity they would tak: 

and fight against the Chir 

Local dissidents connect big hop 

Central Asia. “The liberation moven 
Aiit ft 


peoples began in Central Asi 
beginning—the Chinese will also be ! 
from their colonies 


| 
‘ ‘ 4's 


Peking also understands pertectls 
in Central Asia are excellent catal 
ratism. China tries to guard agai 
from western borders. Although 1 
People’s Republic of China it 1s perm 
satellite television, in the SUAR it ts | 
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the process of the coun 
if this occurs!) wall occur 
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such a situation can be 
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observed in Russia’s regions bordering on China and 
introduction of the visa regime in Kaa 
this country as well. “In case of ©} 
collapse it will be easier for us to control the emigrat 
from its territory,” a prominent Japanese political scien 
tist confidentially told the NEZAVISIMAYA GAZETA 
correspondent 


However, even if Uighurstan manages to gain indepen 
the future of the new state will not be easy 


We will recall that the Chinese make up about 40 percent 
of the region’s population. However, the expenence of 
the Soviet Union and Yugoslavia convinces us that a 
high percent of an “imperial” nation in new independent 
inevitably leads to 
extremely overpopulated China the probability of 
flicts on account of land increases sharply. In practs 

i§ unrealistic that it will be possible to build the Uighur 
territory of Eastern) Turkestar 
Dwarfish states, like Serbian Kraina and Croatia, whict 
Peking, will arise at places. of 
compact residence ot the Chinese 


mil wat in 


not quite clear how Uighurstan’s relatios vitl 
neighboring Centrai Asian states will be formed. On the 
one hand, a new related neighbor—in essence, a fitth 
Central Asian republic—will appear near Central Asta 
At the same time, a new superpowe! capable oft 
competing with Tashkent and Alma-Ata for spheres o! 
influence in the region wall arise in the region 
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Nor are mutual territorial claims ruled out. At the dawn 
| "a a group oj the Uighur intelligentsia 
addressed a request to Gorbachev to establish Uighur 
autonomy in Kazakhstan. Matenals of Uighur histo- 
rians, which demonstrate that the Semirechye terriiory 
(part of Kazakhstan) is the Uighurs’ native land, period- 
ically appear in the Kazakh press 


Ol peres’ 


\lthough today both the Free Uighurstan Party and 
members of the Front do not lay territorial claims on 
Kazakhstan, there is no firm belief that such a situation 
will also continue in the future. “The question of Uighur 


lands in Kazakhstan is not pressing now. Today our 


main goal 1s to free Uighurstan from Chinese invaders 
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Only after we gain independence will it be possible to 
examine the question of Uighur lands in Kazakhstan 
Ashir Vakhidov, leader of the Kazakh Free Uighurstan 
Party, believes. 


Nor are territorial claims by Central Asian states on 
Uighurstan ruled out. Peking has mastered well the 
experience of Kremlin’s cartographers, who devised such 
a national-territorial demarcation { the Russian Empin 
that after the collapse of the USSR national conflicts 
were inevitable. In the SUUAR today there are Kazakh 
Kyrgyz, and Tajik autonomous 
which border on states with the same names 


formations, some of 
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Kthnic Problems of Newly Independent Central 
(sian States Viewed 
$4h-14414 Moscow ViEEZAI 


in Russian 30 Aug 94 p 


[Article by Yurty 
scrences, under the rubri 
Earthquake Region in the Cente! 


Pointot V1 
ot the World: Ethr 


Problems of the Newly Independent States of Central 

\sia’ | 

[Text] The ethnic situation in Middle, or Central Asia 1 
] 


overall typical of newly independent states (NIS’s) but 
t the NIS’s of this 


European republics of the former 


has its peculiarities; some teature 
subregion with the 
USSR, others—with the countries of the Middle 
south of Central Asia and with China’s Xinjiang-Uigur 
\utonomous Region 


The (ul 


changed numerous times during the Soviet period 


tlines of the state bo 


In winter one can get trom northert 


trom northern Kyrgyzstan to southern Kyi 


even So 


to southert 


gyv7stan, or trom Tashauz Oblast to the marr part of 
Turkmenistan only by air or across the territ of 
Uzbekistan. All the railways as well as all the highways in 
year-round service which join the particular parts of 
these NIS countries bypass the mountain ranges and 
deserts of the Karakum and pass through Uzbekistat 
territ 


The problem of the Russian-speaking population 1s a 
problem common to all the NIS’s of Central Asia. it wall 


he disc uSSE d helow 


[he strip-type settlement pattern of the peop ind tt 
link between each one and a certain landscape 1s a 
eastern characteristic. As in other countries ot tt 
Middle East. all the native population (other t! th 
Bukhara Jews) profess Islam. But it also has its regiona 


of Central Asia ott 
And a large part 


thy if 


characteristics: all the larg: 
than the Tayjiks speak Turkic languages 
of each of them live outside the 
usually in the neighboring ns of rar 
and China 


The Amu-Darya 
mountains and deserts e geographic and historical 
center of the entire subregion of Central Asia. A large 
part of this territory is present-day Uzbekistan, whil 
smaller parts belong to the neighboring provinces of 
Turkmenistan (in the central valley of the Amu-Darya 
and in Khorezm), Kazakhstan (Chimkent Oblast), Kyr 
gyzstan (Osh and Dzhelabad), Tajikistan (part of the 
Fergana Valley, Khudzhand, and Khisor, as well as the 
upper valley of the Amu-Darya), and Afghanistan (the 
left bank of the Amu-Darya) 
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yn the plain who have retained the Tajik language from 
the times of the Middle Ages. All the hereditary cits 
dwellers of Samarkand. Bukhara, Shakhrisabz, and 
U'rgut in Ulzbekistan and Khudzhand, Pendzhkent 
Khisor. and Isfara in Tajikistan are “central” Tayiks. 
here are more than | million of them living in Uzbek1- 
stan and one-quarter that many tn Tajikistan. Most of 


layikistan Ss Tanks are residents of the mountain kish- 
laks or their close descendants, that 1s to say, the indig- 
enous population of the mountain periphery of the 


southern part of Central Asia. Even several centuries ago 
they did not speak Tajik, but other Iranian languages: the 
Yaghnob: language and the Pamir languages. Some char- 
these languages are still present in their 
‘central’ Tajiks are virtually the same as the 
l'zbeks outwardly and in terms of culture; 
usually they are bilingual or trilingual: in addition to 
’ Uzbek and, in the cities, Russian. The 
mountain dwellers are another matter: they speak only 
dialects or the minor Iranian languages of the 
Yazgulem and Pamir ranges plus literary Tajik. The 
* mountain kishlaks of Tajikistan are so 
differ sharply trom all the Turkic 
ubregion 


acteristics ol 
speec! The 


“central 


Payk they kne 


unique that thes 


peoples of this 


[he problem otf the central and peripheral parts of one 

KIsts among the Turkmens and the Kyrgyz 
lfurkmen tribes who live as neighbors of the Uzbeks in 
the valley of the Amu Darva differ from them very little 
inguage and culture, unlike the “central” 


Her yple also 


in terms of | 


Turkmens 

Phe Kyrgyz have two centers of urban civilization located 
center in the south and the 
enter in the north. The powerful 


n the valleys: the Fergana 


(Chuy-Talass-Issyk Kul « 


npact of the l!7bek-Tajik culture has been felt in the first 
for a long time, and that of the Russian as well as the 
Ukrainian cultures in the second, comparatively recently 
It two t ompete with one another for influence 


on the spacious mountain periphery which has best 
retained the uniqueness of the ancient Kyrgyz civilization 
ihe Middle Ages in southern Siberia and 
was transmitted to the Tian Shan and Eastern Pamir 
mountains at the turn of the modern age. 


which was born 


The problem of regional peripherality also affects the 
ratio between the total number of the titular people of 
the given NIS and the ethnic minorities. Uzbeks and 
furkmens make up the majority in their states overall 
and in each of the oblasts separately, only in autonomous 
Karakalpakstan are Kazakhs first in terms of numbers, 
K arakalpaks—second, Uzbeks—third, and Turkmens— 
fourth. Before 1989 the titular nations made up slightly 
more than halt of the entire population in Tajikistan and 
K vrgyzstan. Among the rest, along with the Uzbeks there 
large number of Russian-speaking 
people. Uzbeks and the closely related Uigurs are con- 
centrated, first, in Chimkent Oblast and, second, east of 
Alma-Ata 


were a relativels 
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There 1s another problem intertwined with the problem 
of ethnic minorities—the problem of clan-tribe affilia- 
tion. It does not exist for the bulk of the Uzbeks and all 
the Tayiks, although it has some significance to part of 
the “peripheral” Uzbeks who were recently nomads. For 
the Uzbek tribes of southern Tajikistan, what clan-tribe 
you are from is by no means an empty phrase. But even 
that 1s not of great importance. For the Uzbek and Tajik 
masses, as tor the peoples of the Near and Middle East in 
general, affiliation with the Islamic nobility 1s what is 
Important, with the clergy of Seyids (descendants of the 
prophet Mohammed), khodzh,. and others. They rather 
than the grandchildren and great-grandchildren of the 
khans and beks are the true aristocracy. In the mountains 
of Tajikistan, local shahs, descendants of the ancient 
princes, also enjoy respect. Among the Kyrgyz, clan-tribe 
divisions are not vet fully forgotten, but they no longer 
have practical significance. But then among the Kazakhs 
they have been preserved even among city dwellers who 
speak Russian. Here the top clan is the descendants of 
Ghengis Khan. They are found among the intelligentsia 
just as the Islam: found among. the 


khodzh 


‘ 
aristoctad ¥ i‘ 


The most unique caste-tribe system is found among the 
furkmens. [he largest tribe, the Teke (Tekintsy), are at 
the top, and then come other tribes of central and 
southern Turkmenistan, while the Yomuds and certain 
others are considered the lowest. This system 1s so vital 
that it survived under the onslaught of both the tsarist 
regime and Soviet power which tried to destroy it. In the 
civil war, the Yomuds fought for Soviet power against 
the Teke, who showed the greatest resistance to both the 
tsarist generals in the 19th century and the Soviet 
internationalists. But after Soviet power subordinated 
Turkmenistan to itself, the Chekists shot their own local 
allies and in the course of time the Teke found them 
selves at the top of the social pyramid again. By the 
1970s, when I first visited this country, the traditional 
caste-tribe system had been simplified here. The Teke 
remained the dominant core of the “central” Turkmens 
They held the most prestigious and profitable posts in 
the State 


At the present time, other tribes occupy key posts where 
these tribes have settled, for example in the northern 
eastern, and southeastern parts of Turkmenistan. Repre 
sentatives of the Yomuds and other peripheral tribes 
received posts of deputy ministers under Teke ministers, 
for example, the Yomud Nazar Suyunoy was appointed 
(for a short time. it 1s true) to the important post of 
director of Turkmenneftegaz [Turkmen Onl and Gras]. | 
must add to this that the Turkmens of Iran and Afghan 
istan belong to tribes of rniddle and lower status. Inter 

tribal fights in Turkmenistan remain an unusual thing 


But in essence the main thing in all the societies of 
Central Asia is affiliation with a specific, new-type clan 
not with a tribal or aristocratic group. A group of 
relatives by blood and marriage make up the core of itin 
the city. A clan may also include people from the same 
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kishlak and personal friends of leaders regardless of their 
tribal affiliation or even nationality. There are no local 
characteristics dominating the semifeudal clans 
According to my theory of the great feudal formation 
(see NEZAVISIMAYA GAZETA, 15 May 1993), it 
expresses the neofeudal essence of the Soviet social 
system 


Relations of the “center and the periphery” also exist in 
Central Asia’s ethnoreligious system. Historically this 
subregion 1s one of the world centers of development of 
the religion of Islam and Islamic civilization. The ‘‘cen- 
tral” Tajiks and the “central” Uzbeks are among the 
most orthodox Sunni-khanafates in the entire Islamic 
world, and their culture 1s deeply Islamicized. Popular 
Islam 1s very unique among the Turkmens. Among some 
Uzbeks and Karakalpaks and especially among the 
Kazakhs and Kyrgyz as well as among some of the 
mountain Tayiks, Islam exists in syncretic union with 
pre-Islamic religions. This gives grounds for the resi- 
dents of the center of Central Asia to see the nomads of 
the steppes and the mountain dwellers as semiheathens. 
The antagonism was also fed by the fact that the Kazakhs 
and Kyrgyz themselves favored the Muslim-educated 
Tatars, whoin Centra “sia before the revolution created 
a network of new-metnod Muslim schools which were 
contemporary in spirit, over the Uzbek and Tajik mul- 
lahs. The opposition between the orthodox Muslims of 
the Uzbek cente. and the Muslim-Syncretists of the 
peripheral territories 1s of considerable importance. It 1s 
not without reason that the bloody clashes between the 
Uzbeks and Kyrgyz in Osh related to the possession of 
land began over ownership of local Islamic sacred places. 
And all this was set against the background of the coming 
revival of Islam in Central Asia. 


Compared with syncretism and popular Islam, the non- 
Sunni forms of this religion have limited popularity. In 
certain oases of Turkmenistan, small groups of the 
population who profess Shiite Islam remain. For the 
most part they are Turkmens, but in places like Firyuza 
near Ashgabat, they are Kurds. In Badakhshan, the local 
Pamirs and Tayiks are adherents of Ismailism, a variety 
of Shiite Islam. In Dushanbe as early as the 1970s-1980s, 
| realized the consistently negative attitude of the petty 
bourgeoisie with Bukhara-Samarkand-Khudzhan origins 
and the Uzbeks to the Badakhshans, who played an 
important role in cultural and economic life and whom 
they compared to the Jews. Now there are almost no 
Badakhshans remaining. 


So, in Central Asia we see a meta-ethnic system whose 
center belongs to the ‘‘central’’ Uzbeks and the “central” 
Tajiks, both living mainly in Uzbekistan. The Uzbek 
nation (18 million) 1s the largest in the Central Asian 
Subregion and in terms of numbers exceeds all the rest 
put together. The Uzbek nation occupies the historical 
center of the subregion. The cities of Uzbekistan, espe- 
cially Tashkent and Samarkand, pull population from 
the neighboring NIS’s; among the migrants to these cities 
are Uzbeks and representatives of other ethnoses, mostly 
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Tajiks and Kazakhs. All this partly explains U'zhekistan’s 
special place in the Central Asian Region and the Uzbek 
national minority’s special place in its NIS’s. But only 
partly. 


The point 1s that the Uzbeks have a much higher birth 
rate than the Kazakhs, Tatars, and certain other ethnoses 
of the region. Secondly, the greatest population density 
in Central Asia is in Uzbekistan. Thirdly, there is inten 
sive assimilation by “central” Uzbeks of both “pernph 
eral” Uzbeks and of Kazakhs, Tayiks, Turkmens, Uigurs 
and other Central Asians. Upon assimilation they 
become simply Uzbeks. It is not the same among the 
Kazakhs, Kyrgyz, and Turkmens. One can be a member 
of these tribes only by belonging to a certain clan or tribe 
An Uzbek can also be conscious of his clan and triba! 
affilation, for example, being a Myngyt. a Kungrad, a 
Kurama, or a descendant of one of the clans of Turkmen 
or Kazakh origin, but even so he 1s an '!zbek. Thes« 
additional circumstances also explain the special status 
of Uzbeks and the Uigurs who are closely related!) them 
in the NIS’s of the Central Asian Subregion 


The Uzbeks in each of them are undoubtedly one of the 
indigenous peoples along with the titular nation (only the 
Tajiks dispute this, but their voices are not heard outside 
Tayjikistan’s borders) 


There are ethnic minorities in each of the NIS’s of 
Central Asia. Overall this subregion 1s a real ethnological 
museum: Arabs, Koreans, and Dungan who speak a 
dialect of the Chinese language, smal! ethnic g:oups in 
southern Uzbekistan who speak Indian languages. Tatars 
from the Crimea and the Volga Region, Ukrainians 
Germans, Armenians, Greeks, two-tenths of the 
northern Caucasian ethnoses, and, of course, Russians 
Only their foreign origin and the discrimination con 
ducted against their languages, cultures, and religions (a1 
exception was made only for the Russians) for decades 
unite them. It 1s not possible to speak of the fate of each 
of these ethnic groups here. But they can be divided into 
a few categories: Central Asian Muslims: Muslim Tatars 
(there are also Kryashens—Christian Tatars), Muslim 
Caucasians, Armenians, Ossetians, Cireeks, Russian 
speaking Jews, Koreans, and others 


Of the Central Asian Muslim minorities, as | already 
mentioned, outside Uzbekistan’s borders Uzbeks are in 
first place and Kazakhs in second place—the two largest 
peoples of the subregion. Uzbekistan has the largest 
number of these minorities. Above all they are Taytks 
and Kazakhs. The cities of Bukhara, Urgut, She <hrisabz 
and half of Samarkand speak Tajtk. In Karakalpakstan, 
Kazakhs are the largest ethnos. In Tashkent and north of 
it, Kazakhs, the second largest group in terms of num 
bers after the Uzbeks, are the Muslim ethnic group 
Third place in terms of numbers belongs to the Karakal- 
paks, who have their own autonomous republi 


Belonging to different civilizations or to various 
branches of one civilization, national minorities on the 
one hand are Central Asian Muslims, and on the other, 
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tind themselves in a state of latent conflict. Not every 
interethnic conflict (IEC) is an armed and bloody one or 
even finds expression in quarrels and fights. As a rule, a 
large number of the IEC’s fortunately do not become 
pogroms or military actions. Not every IEC 1s harsh or 
even open, as a rule a large number of the IEC’s occur in 


relatively mild or not even harsh forms. An IEC may 
build up and abate, become worse, and weaken. 
Ihe conflict 1s rooted in the profound difference in 


cultures whose characteristics are unacceptable to cer- 
tain peoples. Many peoples like the Central Asian 
(LU zbek-Tajik- Turkmen) cuisine. But the Central Asian 
Muslims themselves have a wary attitude toward the 
food of other peoples. The favorite meat of the Russians 
is beef and in second place—pork; the favorite of the 
Ukrainians, Czechs, Germans, and Chinese is pork: of 
the Kazakhs. Kyrgyz, and Tatars—horsemeat; and of the 
Koreans—dog meat. Furthermore, all peoples are willing 
to eat mutton and fowl. The Muslims and Jews for 
centuries cultivated a food taboo against pork, the Chris- 
tians—against horsemeat, the Hindus—against beef, and 
all three religions—against dog meat. Public eating and 
certainly insistent serving (or compulsory feeding, as in 
the Soviet army when Muslims were given pork) of 
ritually unclean meat raises the danger of IEC’s. Under 
Khrushchev, the sausage “Druzhba” was produced in 
Central Asia, and the filling included both pork and 
horsemeat. It sold badly: the Muslims did not want to eat 
pork and the Christians—horsemeat. Such sausage had 
never been produced anywhere in the world. 


The drinking of alcoholic beverages is unacceptable 
among Central Asian Muslims but allowed 1n the pop- 
ular cultures of the Tatars and Caucasians. But a public 
demonstration of drunkenness, as among the Russians, 
1s scorned among all the others. 


[he concepts of the Central Asian Muslims and Europeans 
on personal hygiene are very different. 


But most often the conflict 1s provoked by behavior 1n 
the sexual sphere. Relations in the family and between 
the sexes outside the family are very different between 
the Muslims on the one hand and the Europeans on the 
other. ere the differences create mutual condemnation 
and disrespect. However, JEC’s are possible among var- 
ious groups of Muslims on the grounds of cultural 
differences. 


Tatars and Caucasians are most numerous among the 
nonlocal Muslims in Central Asia. Despite the fact that 
the Tatars of the Crimea and the Volga Region and most 
Caucasians who live in Central Asia (Azeris, Meskhetin 
Turks, Karachayevs, Balkars, and Kumyks) are Turkish- 
speaking Muslims, the Central Asian Muslim Turks do 
not recognize them as their brothers. The differences of 
subregional cultures within Islamic civilization have an 
effect. According to Uzbeks and Tajiks, Caucasians are 
brave, handsome, and enterprising people, but arrogant 
and bad Muslims. I have heard and read about the 
defiant behavior of exiled Chechens toward Kazakhs, 
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Kyrgyz, and other peoples of Central Asia. In the Ca 
casus in the 1960s, Karachavevs and Balkars whe 
returned from Kyrgyzstan and Chimkent Oblast 
Kazakhstan told me about the fights which 
between them and the Kyrgyz (in other cases—-U zbeks 
afler sports matches if the Cau And final 
the Fergana pogroms of the Meskhetin Turks 
Slaughter at the bazaars of Kazakhstan where 
Kazakhs routed the Caucasian merchants during © 
bachev’s perestroyka revealed the depth of IEC’s to the 
entire world. However, |} cannot believe that the Fergana 
pogroms were the result of a spontaneous outburs 
hatred and not planned and organized by the authorities 
The Caucasian colonists had alicady begun to leave 
Central Asia. The Meskhetin Turks were at the head of 
the exodus. In the 1970s-1980s, LT met many Ossetians in 
Tajikistan and Uzbekistan wh 
the Tajik language. Among then 
a watchmaker, and a female emplovee of a tourist cent 
married toa Tajik. Now most of them have left for Nort! 
Ossetia 


sians WON 


and the 


! 
ye language was related 


were engineers, dr 


Armenians occupy a special place: Betore the revoluts 
Armenian merchants had acquired ! 

in Russian Turkestan and the 
bought up agricultural output and the harvest of wai 
pistachios and walnuts and owned homes and land 
During the civil war, Armenians along with Rus: 
formed the core of the Red Army and established tt 
power of the Soviets and were especially willing to dea 
with Muslim merchants. That has not been forgotten 
here. In Soviet times, Armenians made up a significant 
part of the urban population in the 
Central Asian republics. Their level of education was 
almost the highest in the subregion and 
among the indigenous population or even than that of 
the Russians and Tatars. After the dissolution of the 
USSR, they did not plan to leave for Armenia. More 
over, Armeman refugees came to Dushanbe trom Azer 
bayan in 199]. and this immigration. which was 
generally negligible in terms of numbers, caused a nos 
protest from the Tayiks 


capitals of th 


higher than 


But the largest nonindigenous population in the NISs 1s 
the Russian-speaking population whose core 1 strictly 
Russians. It took shape over more than a century (in 


northern and western Kazakhstan— more than 3 centuries) 


The nonindigenous population, Russians, Ukramians 
Armenians, Tatars, and others, constitutes most of the 
engineers and skilled workers in industry. specialists in 
health care, science, and the armed forces, and others 


This situation 1s generally typical of colonial and post 
colonial societies. Recall the NIS’s formed after the 
dissolution of the British, French, and Portuguese colo 
nial empires. But there are also local characteristics. In 
the central part of Central Asia, before the Russian 
conquest there were cities with Muslim and Jewish 
quarters within them, while in the peripheral lands the 
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wrote this and recalled ow thousands of Chinese came 
to build the railroad that crossed Zanvbia and Tanzania. 


when the building was done, they went back to China.) 


Finally, more about one category of Russian speakers, 
city dwellers of the titular ethnos who studied in Russian 
schools and know the Russian language better than ther 
own national language. They use it even in the tamils 
Such a situation is also common tor the NIS's of the 
Afro-Asian world (as well as Ukraine and Belarus). As 
these states develop socioculturally, the role of the lan 
guage of the former colonial mother country in ther 
societies may either decline (especially if this language is 
not English) or remain at its former level and even 
increase (Singapore and many countries of Tropical 
Africa and Oceania). At the same time, however, the 
significance of the English language is increasing every 
where, and regional languages of a culture (Arabic, for 
example) are heing revived 


One may assume that in the near future, the role of the 
national-state languages in the NIS‘’s of Central Asia will 
increase, but the Russian language will not be forgotten, 
although English, Farsi, and Uzbek will supplant it as the 
language of interethnic communication, as well as (along 
with Turkish, but excluding Uzbek) world scientific- 
technical, scientific-humanitarian, and artistic literature 
The significance of Arabic. the main language of the 
Islamic religion and civilization, will also grow. Know!- 
edge of these languages wil! determine the cultural level 
of any, including a Russian-speaking, resident of Central 
Asia. 


RF Railway Minister on CIS, International 
Cooperation Issues 

944E1111A Moscow ROSSIYSAIYE VESTI in Russian 
4 Aug 94 pe 


[Interview with Gennadiy Fadeyey, Russian Minister of 
Railroads, by Aleksandr Rybakovy. place and date not 
given: “You Cannot be on the Railroad Without Cou- 
plings. This Is Weil Understood in Neighboring as Well 
as Distant Countries”| 


[Text] We know that 60 percent of the population lives 
in Asia and that 40 percent of industrial products are 
manufactured in Europe, said Mr. Andzhey Golashy- 
evski, chairman of the OSZhD [Organization tor Coop 
eration in Railroads} committee, to this ROSSTYSKIYE 
VESTI reporter, upon conclusion of the 22nd session of 
the ministers conference of the Organization of Cooper- 
ation in Railroads. This indicates the direction of freight 
and passenger transit, and no political changes are 
capable of affecting this reality 


One cannot but agree with his opinion. The market 
dictates an exchange of products. Competition with 
other forms of transportation obliges ratlroad workers to 
unite, to modernize existing lines, and to develop new 
international transportation corridors, espectally since 
our domestic businessmen have become active 
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\li of this taken together explains why specialists from 
‘4s countnes decided to meet and discuss existing prob- 
lems. What conclusions did they come to? This is what 
Gennadiy Fadeyey, Russian Minister of Railroads, told 
our RF reporter 


ihadeyey] Atter the breakup of CEMA and the USSR, 

1 parade of sovereignty, railroad departments, 
breathed” treedom, began to choke and once 
again to sign broken contracts and agreeménts con 
cerning cooperation amongst themselves. In other 
words, they returned to that which had existed previ- 
could think of nothing better, After 
on the railroad without couplings 
Politicians come and go, but the transportation system 
must keep operating. Otherwise there would be anarchy 
and the complete detertoration of the economy, and 1t 1s 
the economy that must be the driving force. Individually 
we cannot solve the problems. Now everyone under- 
stands that we need to be synchronized in our actlons— 
rates, and legally. We were «ble to sign 
normative-legal documents that oblige us to take unified 
action 


and altet 


having 


ously, because thes 
all. vou cannot be 


In norms 


[Rybakov] Gennadiy Matveyevich, 1s there an interna- 
tional unton of railroads (MSZhD) that unites, so to 
speak, the entire capttalist world” Is it possible to have a 
merger of the MSZhD and the OSZhD? 


(hadeyev| In the distant future, we of course must work 
a single system. But right now tt would be 
premature to speak of this, because we “‘easterners”’ must 
catch up in terms of paperless technology and ecological 
norms. For example, the toilets are not those that are 
needed, there 18 no air conditioning, airtightness 1s poor, 
and speed does not reach 200 kilometers per hour. We 
will work toward cooperation 


within 


(Rybakov} The Furopean track gauge 1s 1,435 mm, 
whereas ours 1s 1.520 mm. Which track 1s more depend- 
ible. and is jornting planned? 


[Fadeyev] Both sets of tracks have their advantages. For 
example, we have the broader track in common with 
Finland. and we have not experienced any tnconve- 
niences. | know that the Finns do not intend to make a 
transition to the narrower track 


[Rybakov] WI 


session’ 


it specifically has been decided at the 


{Fadeyev| Freight wall be able to pass between China and 
Kazakhstan at the Druzhba-Alashankou rail transit 
point. By 1995S itis plar aed to complete the building of 
a road joining Turkmenistan and Iran. It was recom- 
mended that conterence members improve the work of 
border stations, curtail the time it takes to do customs 
inspections, and allow no more than 20 minutes for 
locomotive changes on passenger trains along the entire 
route and no more than two hours for moving car 
wagons from one track to another. Nighttime inspections 
of railway compartments are being simplified 
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In order to head off legal violations on trains, suggestions 
are being made concerning making certain members of 
train brigades non-permanent staff members of legal 
Organs. 


Moreover, within the framework of the OSZhD, the 
development of a program of high-speed routes has 
begun. The contour of the zone as of now includes St. 
Petersburg, Moscow, Kiev, Bucharest, Budapest, War- 
saw, Vilnius, Riga, and Tallin. Moreover, Budapest and 
Warsaw are being examined as promising points for 
joining with the West European network of high-speed 
trains. Possible routes to the Asian region from the East 
European zone pass through the Balkans, Ukra:ne, 
Belorussia [Belarus], and Russia. Right now a high-speed 
St. Petersburg-Moscow line is being built. It is planned to 
open a Bucharest-Kishinev [Chisinau] route with a train 
speed of 200 kilometers per hour. 


The Russian MPS [Ministiy of Railroads] 1s working on 
the question of organizing high-speed travel between 
Moscow, Minsk, and Brest and further through Warsaw 
to Berlin (160-200 kilometers per hour, and in the 
future—up to 350 kilometers per hour). Experts feel that 
the flow of passengers on this line will comprise about 20 
million people by the year 2020. The time it takes to get 
from Moscow to Paris will decrease by a factor of 3. 


On the Russian-Chinese border it is planned to build 
new railroad crossings. But there are problems here too. 
In travel between Europe and Asia, for example, a weak 
spot is the existing crossings with the change from 
narrow to wide gauge. It is being proposed to adminis- 
trators of departments to strengthen the capacities of 
these crossings. A cart with expandable wheel pairs that 
may be used in the future has already been developed. 


We hope that the measures that were passed at the 
session will return us to the solidarity that existed earlier 
with the railroad workers of other countries. 


Gonchar Elaborates on ‘Key’ to CIS Economic Union 


944F 14224 Moscow NEZAVISIMAYA GAZETA 
in Russian 27 Aug 94 pp 1-2 


[Article by Yu. Lebedev: “Financial-Industnial Groups 
As a New Integration Tool: Chairman of the Federation 
Council Budget Committee Declared That He Knows 
How To Launch the Creation of the Economic Union” } 


[Text] The hopes of enthusiasts of a swift restoration of 
the Soviet Union so far have not been materializing. 
Despite the results of presidential elections in Ukraine 
and Belarus, where politicians who speak of the need for 
the closest possible economic union of their countries 
with Russia have come to power, even appeals for a new 
confederation instead of the abstract CIS are not finding 
support among the new preside:.is. Kuchma 1s ext emely 
careful both with Crimea and the fleet, and even Lukash- 
enko is certainly in no hurry to unify monetary systems. 
The idea of the Economic Union 1s again being 
questioned. 
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Nikolay Gonchar, however, the most consistent sup- 
porter of that idea, does not think so. The former 
chairman of the Moscow City Council and the current 
chairman of the Federation Council Budget Committee, 
also known for having developed the concept of the 
Economic Union before the proposal of a simultaneous 
referendum in former Union republics, assumes that 
“everything 1s developing logically.” Responding to 
questions during a press conference at the International 
Press Club, Gonchar noted that the new presidents of 
Ukraine and Belarus should be expected to be particu- 
larly cautious with respect to the question of a new 
economic union with Russia 


According to Gonchar, now 1s the time to select the main 
points and principal techniques in systematically 
advancing toward a new type of relations between Russia 
and its nearest neighbors 


At a recent meeting with experts and entrepreneurs, 
which took place in the Budget Committee of the Fed- 
eration Council, the “key” to the future Economic 
Union was designated for the first time—the creation of 
transnational financial-industrial groups (FPG). As indi- 
cated by Gonchar, an appropriate draft law will be 
submitted as early as October. In actuality we are talking 
about a “gradual and piecemeal” unification of econo- 
mies. In the proposed scheme the transnational FPG, 
unifying enterprises and banks of various Common 
wealth countries, are primarily called on to halt the 
decline of national economies 


The principal merit of the proposal on the new role of the 
FPG 1s that it allows matching interstate cooperation 
with the interests of concrete enterprises and banks. 


At present most of the industrial enterprises in Russia 
are in a deep crisis and cannot ensure the necessary level 
of investments in modernization and structural reorga- 
nization of production through self-financing. Privatiza- 
tion under existing conditions leads to a decrease in the 
investment potential of enterprises 


Beside the shortage of owned funds, the drop tn invest- 
ment activity is also affected by the high rate of inflation 
and inefficient management. Therefore today we must 
have not only financial normalization through an influx 
of resources from outside, but also simultaneous reorga- 
nization of the management system with clear-cut deter- 
mination of the controlling rights of the owner. 


The creation of financial-industrial groups 1s actually 
one of the ways of resolving the problem of investment 
in industrial production of Russia and reorganization of 
the system of management. Today their creation has 
become realistic to a great measure because of the swift 
development of the banking sphere. 


According to data furnished by Federation Council 
experts, a number of commercial banks have today 
initiated or became actively involved tn the organization 
of FPG. Some of which, such as Gazprom, RAO EES, 
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Germes, and others, have become transnational. For 
instance, the Yugor Joint-Stock Bank, together with the 
large production associations Sibirneftegaz-pererabotka, 
Megionneftegaz, Nizhnevartovskgaz, and others, estab- 
lished the Nord-Vest Joint Stock Group which included 
around 100 plants in the branch. The Imperial Bank is 
financing Gazprom and the Lukoyl consortium. 
TEPKO-bank became the pivotal element of the 
TEPKO-M Holding Company, which has more than 30 
commercial structures, including six commercial banks, 
a trading house, investment and commercial companies, 
and infiniring [word as published—possibly typo for 
engineering?], auditing and consulting firms. The FPG 
have representatives in CIS republics, as well as in the 
United States, the Federal Republic of Germany, Swit- 
zerland, Hungary, and Singapore. The Moscow Indus- 
trial Bank is the basis of the Heftekom FPG and controls 
about 30 percent of the production of equipment for oil 
extracting and oil refining branches in the CIS. Over 30 
companies form the Inkombank holding company. The 
FPG specializes in investments in industry (particularly 
in the military-industrial complex), in trade, insurance, 
operations on the securities market and real estate, trust 
services, etc. 


The Effektkredit commercial bank is one of the main 
elements in Rostekstil, which includes 70 percent of the 
enterprises in the branch. 


Documents of association of the powerful Magnitogor- 
skaya Stal FPG, based on the Magnitogorsk Metallur- 
gical Combine, were signed recently. Thirty-nine enter- 
prises served as founders of that FPG, including some 
foreign ones. The founders include such major commer- 
cial banks as Inkombank, AvtoVAZbank, and Tveruni- 
versalbank. 


According to the experts, the creation of approximately 
40 financial-industrial groups has been annuunced in the 
military-industrial complex aimed at the output of the 
most competitive varieties of military products. The 
scientific-industrial complex OKB [Special Design 
Office] Sukhogo, the NPO Antey, the Ilyushin and 
Yakovlev aviation complexes, the international Vympel 
Corporation, the Khrunichev Plant, the NPO Almaz, 
and others can be regarded as the most promising ones. 
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For the mobilization of resources it was decided to unify 
a number of branch commercial banks and create a 
company for insurance of innovative, production, and 
commercial risks. In case of success that would mean 
independence from the budget. 


Thus the process of formation of the financial-industrial 
groups is already under way without preliminary permis- 
sion. At the same time the commercial banks assisting in 
that process are prepared to play the role of government 
agents in the distribution of large state investments along 
with their own resources. 


In all these processes the banks are helping to realize a 
scheme which has been worked out abroad over decades. 
The bringing of three structures, branch or regional, 
under one roof is presumed. The financial structure: the 
bank, investment company, pension fund, consulting 
firm (for marketing, expert analysis of concrete projects), 
brokerage offices (with access to currency, stock, and 
commodity-raw material exchanges, foreign economic, 
and informational-advertising subdivisions). The pro- 
duction structure: enterprises that are financially sup- 
ported by the holding company. The commercial struc- 
ture: foreign trading companies, the commodity-raw 
material exchange, and transportation and service firms. 


The appropriate legislative, administrative, and eco- 
nomic backup, however, is needed for the civilized 
formation and development of FPG in Russia. First of 
all laws are needed on trustee property management, 
entrepreneurship and entrepreneurial activity guaran- 
tees, trade and contractual partnerships, joint-stock 
companies, securities, holding companies, mortgages, 
and on the order in which antimonopoly laws are to be 
applied, as well as on privatization, along with a number 
of other legislative acts. A special place in that series 1s 
occupied by proposals on reform of the tax system which 
have already been prepared by experts on the Budgetary 
Committee. 


As indicated by life, the idea does not have to be realized 
in the manner in which it was conceived. But the 
development of even purely Russian FPG could become 
yet another factor consolidating the unity of Russia 
itself. 
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Deputy Views Russo-Ukrainian Relations 


Y44b 1 S48A Moscow NEZAVISIMAYA GAZETA 
in Russian 16 Aug 94 p 3 


[Interview with Nikolay Gonchar, chairman of the 
Budget and Finance Committee of the Council of the 
Federation, by Ivan Rodin, place and date not given: 
“Nikolay Gonchar, chairman of the Budget and Finance 
Committee of the Council of the Federation, on the 
Development of Russian-Ukrainian Dialogue: ‘You 
Cannot Build Treaty Relations If You Do Not Under- 
stand Your Partner’’ | 


[Text] 


[Rodin] Nikolay Nikolayevich, once again you have 
returned from Ukraine. What 1s your view—have the 
new president's plans changed as compared with what he 
was saying prior to his election? 


{(Gonchar] No, they have not. Concrete efforts are 
underwey. A group 1s being established that will analyze 
legislation—Russian and Ukrainian. The question of 
working out some kind of common legislation is not 
being raised—not at all. There must be an understanding 
of the conditions under which processes of integration 
will realistically proceed. 


[Rodin] Exactly what spheres of legislation are being 
examined? 


[Gonchar] Primarily economic legislation. Well, not 
really primarily—simply economic legislation. 


! am absolutely convinced that either we will have 
integration and normal mutual relations, or we will have 
disintegration and the tension that comes along with it 
There is no other alternative. Political questions, let us 
say the situation in Crimea, for example, must be 
removed from the outset in establishing economic ties 
If. God forbid, Russia issues some improper attack 
towards Ukraine. then the entrepreneurs who have 
deposited money in a joint venture and are prevented 
from obtaining profit because of some ugly political 
game will be the ones to deal with the Russian politicians 
who perpetrated it 


[Rodin] During the elections of the Ukrainian parhia- 
ment and over the course of Leonid Kuchma’s election 
campaign, opinions were expressed concerning the so- 
called “pro-Russian sentiment” of leftist forces of 
Ukraine and of Kuchma himself. Do you believe this 1s 
truly so? 


[Gonchar| No, it 1s not. There are Ukrainian commu- 
nists who are nationalistic. There are Ukrainian capital- 
ists who by virtue of the nature of capital already 
understand that no one is waiting for their production on 
the Western market, and in the given instance they are 
investing—and I stress this—their own money, and not 
the money of others. After all, they have to sell this 
production output. If lam the owner of a plant, well—ot 
course the idea of “independence” 1s good, but I have to 
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sell production output and make money. Therefore, 
business turns people into realists, into prudent and 
calculating supporters of integration, not emotional 
ones. Integration of convenience 1s an idea supported 
primarily by those who want to invest money in 
industry 


[Rodin] But integration of convenience—does this not 
mean integration by force? 


(Gonchar] Why? 


[Rodin] Everyone knows the problems of the Ukraimian 
economy, 


[Gonchar] Naturally, integration of convenience means 
it is not done out of love—a person loves his business 
and wants it to succeed. So 1s this love or not? I recall the 
famous words of Kuchma, when he said there was no 
greater threat to the state independence of Ukraine than 
economic stupidity. There are economic ties and sales 
markets, and the economic insolvency of Ukraine will 
lead to the full and absolute loss of its sovereignty. How 
could it be otherwise? Therefore, those who are truly in 
favor of Ukrainian statehood cannot, unless they are 
stupid, fail to understand that Ukraine cannot exist 
without a normally functioning economy integrated with 
other economies 


[Rodin] Nikolay Nikolayevich, there exists the idea that 
the striving of Ukraine, and Belarus, and Kazakhstan as 
well, to attain some form of economic integration 15 
related primarily to the fact that these countries want to 
get access to Russian resources at domestic Russian 
prices 


(Gionchar] But that 1s Russia’s problem. Look, let us 
establish prices for energy resources in such a way that it 
iS unimportant who buys them in Russia. This should 
not have any significance. But for our neighbors— 
because the transportation 1s shorter, expenses less—it 1s 
more advantageous to do this here. Tere should not be 
any obstacles. Ifa situation arises where all these double 
and triple exchange rates are repealed (incidentally, 
Kuchma 1s categorically opposed to a double rate, 
although it would be very difficult for him to remove 
it—the entire infrastructure of pumping money and 
robbing people 1s built on this...). So if such a situation 
arises where, taking domestic Russian prices into 
account, you can bring products into Ukraine and resell 
them there, then no matter what obstacles stand in the 
way of the entrepreneur, he will nonetheless overcome 
them. We must have the normal economic benefit a 
buyer should have here, and not tn Iran. 


[Rodin] | have in front of me a communique of talks held 
by the parliamentary delegations of Russia and Ukraine. 
This seems to be the first interstate document signed 
following the change of presidents. It contains a sentence 
that reads: The parties confirm their readiness to do 
their utmost to facilitate the building of special rela- 
tions.’ What will be special with regard to the relations? 
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[Gonchar] | would say that we are not talking about a 
stipulated condition by which we would have special 
relations with Ukraine, but not so with Belarus, for 
example. Clearly we are talking about a special relation- 
ship within the framework of mutual relations with the 
republics of the former Union, The term “special rela- 
tions” has been used—I would prefer “most favored 
nation status.’ And I think such a regime will be estab- 
lished in a certain period of time unless politicians 
obstruct it for purely self-seeking reasons. Just imagine— 
had there not been the Sevastopol problem, what would 
the Supreme Council have used last summer to score 
political points? As well as the local psychopaths, of 
whom we have quite enough... 


I have no doubt but that we will have special relations 
sooner or later with Belarus and Kazakhstan as well. | 
think here we would have to formulate one requirement 
(1 wrote about this a year ago in your newspaper)—that 
such special relations could not exist with republics 
involved in armed conflicts. If you are interested in 
economic advantages, in economic cooperation—then 
stop the war. And any discussion over who ts right, who 
is guilty, 1s inappropriate here. This is what we mean by 
special relations. 


[Rodin] Who in Ukraine can resist integration? 


[Gonchar] First of all, those politicians who have linked 
their careers with disintegration, who have become pres- 
idents and so forth—on a wave of nationalism. They 
skillfully whipped up this fervor and acceded to power. 
But now Ukrainian capital is not being invested in them. 
So they must act very swiftly to see to it that integration 
becomes impossible, because people either support you 
or they support your competitor. You therefore must not 
allow your competitors to get ahead—so that you alone 
remain. 


[Rodin] In other words, opponents of integration in 
Ukraine do not have a monetary basis. Serious people do 
not support them... 


[Gonchar] No, they do have a monetary basis. The most 
diverse interests exist. 


[Rodin] Nikolay Nikolayevich, that same communique 
states that special attention must be devoted to the 
problem of developing a free trade regime on the basis of 
convergence of legislation to establish subsequent cus- 
toms and hard-currency unions. In other words, Ukraine 
has plans to follow in the path of Belarus? 


[Gonchar] No, a hard-currency union is a union of hard 
currencies, and not the death of one of them. 


[Rodin] But what kind of union can there be between a 
fairly strong ruble and a virtually destroyed coupon? 


[Gonchar] First of all, in order to effect restoration of the 
coupon, or perhaps it will be a hryvnya—whatever, 
industry must start operating. The presence of a national 
currency is an element of statehood. So when Leonid 
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Kuchma says that there is no greater threat to the 
independence of Ukraine than economic insolvency, and 
that to avoid this economic borders must be removed— 
this 1s what he means. 


[Rodin] To whom is an economic union more advanta- 
geous—Ukraine or Russia? | understand that it is advan- 
tageous to both, but to whom is it more advantageous? 


[Gonchar] To whom is peace in the family advanta- 
geous? To the father, the mother, or the child? It 1s 
advantageous to all. It is a mutually beneficial union 


[Rodin] And what is expected to be affixed in the treaty 
on friendship, cooperation, and partnership between 
Russia and Ukraine? 


[Gonchar] A great many things are expected to be 
contained therein, including conditions for Ukraine's 
Signing of the treaty on economic union. Ukraine has 
formulated a concept necessitating acknowledgment of 
its territorial inviolability. Ukraine is sensitive to the 
(rimean problem. And it must proceed on this, inciden- 
tally. Crimea will only benefit from the fact that normal 
relations are established between Ukraine and Russia 
Crimea may become in this sense a kind of nucleus for 
the integration process. We have seen from the example 
of Crimea how dangerous the unregulated relations 
between neighbors can be and how far politicians can go 
in such safe—they believe—political games 


[Rodin] How did Yuriy Meshkov’s situation change 
following the election of the new Ukrainian president? 


[Gonchar] The chief complication where Yuriy Meshkov 
is concerned lies in Crimea’s economic situation, and 
nowhere else. I do not think Meshkov fails to understand 
this. The main thing is not the frenzy of slogans—we are 
with Ukraine, or we are with Russia. The degree of 
emotionality 1s inversely proportional to the possibility 
and capability of resolving economic problems. I there- 
fore believe Yuriy Meshkov ts very interested in seeing a 
normalization of relations with Ukraine. 


But I am convinced that the Crimean problem can be 
settled overall only on the basis of treaty relations with 
Ukraine. And I think that both the Ukraine Supreme 
Council and the Ukrainian president understand that this 
problem must be settled on :he basis of treaty relations. 
But in order to achieve this, of course, it 1s necessary for 
the Crimean authorities to behave with respect towards 
those with whom they intend to enter into such relations. 
A treaty formalizes consent, and you cannot rely on 
coercion to achieve this consent. At the very first conve- 
nient instance, the first party to coerce the other would 
abrogate the treaty. Therefore, this need not be done. And 
I am trying to convince Crimean parliamentarians and 
those Crimean politicians who are not in the parliament, 
and businessmen as well, that normal ownership of 
property is impossible when legislation 1s in dispute 
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[Rodin] But among other things, are Crimea’s economic 
problems not manifest in the murders of businessmen 
taking place there? 


[Gonchar] No. The murders of businessmen are a con- 
sequence of the ongoing battle for economic power. 


[Rodin] And who is waging this battle? 


[Gonchar] Those who would like to establish control 
over Crimea. 


Itis possible for an absolutely unique economic situation 
to emerge in Crimea. Crimea may be able to use the 
opportunity of establishing an off-shore zone, etc. And 
naturally, various structures, including shadow capital 
Structures, are trying to seize key positions on the 
threshold of this opportunity. It 1s not only businessmen 
who are being killed there. but also the leaders, so to 
speak, of criminal groups. 


[Rodin] In other words, this is a classic example of 
division of spheres of influence? 


[Gonchar] It is preparation for such a division, establish- 
ment of the outset conditions. 


[Rodin] Is the Crimean parliament assisting orf 
obstructing Yuriy Meshkov in his attempts to reach an 
agreement with Kiev? After all, the parliament ts 
comprised mostly of supporters of Meshkov’s political 
organization. 


[Gonchar] The way events have developed, this organi- 
zation has definite internal problems right now which it 
is attempting to resolve. The organization ts quite heter- 
Ogeneous, containing a large amount of everything. 
including personal aspects. The conflict between the 
Russian parliament and the Russian president was not a 
conflict based on ideology. They brought in ideology 
later. This was simply a struggle for power where the 
unstated—but present all the same—thesis was the 
thesis: Do you respect me? And you have to understand 
that there are always many Berias or Yagodas in this 
struggle, i.e., people who exist because of the conflict, 
because of the struggle regardless of whom it is with. 


But I think that the problem overall in Crimea is the very 
complex economic siiuation. An understanding 1s there- 
fore present—and I did meet with Sergey Tsekov, 
chairman of the Crimean Supreme Council—that to 
continue to develop the situation on conflict 1s impos- 
sible. You get this conflict with people at the top, and 
those below do not understand what all the fuss 1s about 
up there. Generally speaking, we have a situation amaz- 
ingly coincident with what occurred in Russia in 1991- 
1993. It is very similar—this is the stage of formation, or 
more accurately, an inevitable element of that stage. But 
I believe all the same that the period of such conflicts— 
based on a clan struggle for power and influence—is 
ending. The threat emanating from them is a general 
threat—it must unite people. 


FBIS-USR-94-101 
15 September 1994 


[Rodin] To what degree does Yevgenry Saburov have an 
influence on Crimean affairs? 


[Gonchar] His situation 1s fairly complicated. The situ- 
ation 1s always complicated with a person from outside... 


[Rodin] Is he considered a Varangian? 


{Gonchar] No. But | am afraid it seems the Saburov 
Government has not become a bargaining chip in the 
Struggle between the Crimean president and his parlia- 
ment. Those in the parliament who are interested in 
transferring power to the parliament (but alas—all par- 
laments are interested in this, though 1t 1s not important 
to the citizen of Crimea who makes the decisions when 
all is said and done—yjust as long as the decisions are the 
right ones), those people in the Crimean parhament, 
believe that in their struggle with the president, the 
president's positions will be weakened if the Saburov 
government falls. For many, therefore, the struggle with 
the Saburov government 1s a camouflaged struggle with 
President Meshkov. Well, it 1s yust like what was the case 
in Russia—the struggle with Gaydar 


[Rodin] I understand. In other words, Saburoy 1s virtu- 
ally not functioning 


{Gonchar] No, Saburov 1s functioning—to the extent he 
is able. But the government cannot constantly have to 
work with its hands tred 


[Rodin] Turning again to that communique. One of the 
final paragraphs states that “the Ukrainian party has 
expressed interest” in discussing Russia’s initiative on 
the conduct of a meeting of parliamentarians from the 
four states—Russia, Ukraine, Belarus, and Kaza- 
khstan—with the aim of working out the possible forms 
and determining the pace of processes of integration. 
The word “interest” by itself does not say anything. How 
is this interest specifically manifest? 


[Gonchar] It 1s important that Ukraine consent to par- 
ticipate in such a meeting. After all, to date Ukraine has 
not signed the treaty on economic union. 


[Rodin] So a meeting 1s necessary in order to make a 
decision? 


[Gonchar] Of course. In order to discuss, to lay out one’s 
positions, one’s terms. Russia must display extreme tact 
here and try to understand what it 1s that 1s disturbing 
the Ukrainian side. Naturally, with respect to resolving 
the Crimean problem, Ukraine believes that Crimea 1s a 
Ukrainian matter, and Ivan Rybkin has also made a 
statement that Crimea is an internal Ukrainian problem. 
Obviously, this question too will be posed at the meeting. 


[Rodin] In other words, Ukraine will make it a condition 
that Russia officially declare the Crimean problem to be 
an internal problem of Ukraine, and only subsequent to 
this will there be any discussion concerning integration? 


[Gonchar] | think that on the threshold of this meeting 
there will be a series of very complex consultations. I 
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repeat, Russia too ts sensitive to the Crimean problem: 
The theme of Kussians abroad—though, of course, there 
is no Russian oppression in Crimea—is present. But 
evervone has to be given an opportunity to save face. 
You cannot build a treaty relationship without under- 
Standing your partner. You have to understand how 
important it 1s to Ukrainian supporters of integration to 
eliminate possible accusations that they are selling out 
Ukraine’s interests. You have to understand that and 
meet the other side halfway. It is possible to give up some 
of your pride, but you cannot forget Russia’s interests. 
And Russia’s interests lie in seeing the processes of 
integration proceed. Or more accurately, it is the inter- 
ests of those in Russia who would like to preserve the 
country. 





{Rodin} Does not the fact of speaker Aleksandr Moroz’s 
visit to Russia prior to that of President Leonid Kuchma 
show that it 1s the parliament in fact that will be playing 
first fiddle in Ukraine? 


[Gonchar] | believe it will be an orchestra we see playing 
in Ukraine. But if every member of the orchestra plays 
an independent part, then nothing good will come of it. 
Nothing good has come of things here with us when our 
former speaker makes these trips. When this happens the 
president becomes dissociated from certain aspects right 
away. The struggle between branches of power does not 
a bit of good for the state—we are a graphic example of 
this. 


[Rodin] Do you think Ukraine will follow in Russia's 
example? 


[Gonchar] I think not. And I would like to see it happen 
that we not follow our own example in the future. Not for 
one second do I doubt the good judgment of Aleksandr 
Moroz. There are internal problems, of course. But I 
believe no influence will be exerted on external mutual 
relations, with Russian in particular, by discord between 
the president and parliament—this is normal, this 
happens. | would like very much to see this. 


Russia’s Continued Involvement in Central Asia 
Urged 


944F1410A Moscow NEZAVISIMAYA GAZETA 
in Russian 25 Aug 94 p 3 


[Article by Radzhab Safarov, director of the Institute of 
Policy and Business of the Countries of Central Asia: 
“The Reformer Solzhenitsyn and the Muslim Question. 
The Writer’s Active Interference in Politics Could Lead 
to Real Opposition’ 


[Text] Upon his return to Moscow, Aleksandr Solzhen- 
itsyn immediately joined actively in the political life of 
the country. In just one month in the motherland, he has 
made so many speeches and proposed so many ideas 
that, according to figures of an FOM [expansion not 
given] poll, he has joined the ranks of the 12 most 
authoritative and influential politicians of present-day 
Russia. One of his main ideas is that Russia needs 
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altogether to leave the post-Soviet Muslim world. It is 
with enviable consistency not the first time that he has 
said this, and he 1s now proposing no more, no less than 
that the entire Russian-speaking population be brought 
out from there. Justifying his statemer ts, the esteemed 
writer recalls that there is an entirely cifferent religion 
there and that the local peoples will look to the East, all 
the same. That is where they belong, come to that! 
Kazakhstan is a different matter, he continues. The 
Kazakhs 1n this republic constitute 40 percent, and they 
are less susceptible to the influence of Islam. For this 
reason it 1s essential that Russia move its borders to the 
natural boundaries of Kazakhstan and organize the joint 
Russo-Kazakhstani protection of the borders. 


Truly, the post-Soviet space is characterized by the 
existence of several diverse cultures, whose centers of 
attraction lie outside of their own borders. It should be 
noted that this is an entirely typical situation for the vast 
majority of states, heterogeneous in terms of culture, of 
both West and East. The fact that many areas of the 
former Union constituting several large-scale historico- 
geographical “blocs” are organically connected by an 
ethno-cultural and civilizational complex of relations, 
not with the Great Russian-Orthodox historical center of 
the Russian state but with centers that lie outside of the 
state borders, may to some extent serve as an example of 
the naturalness of this situation. So it was during the 
times of the USSR also. But this fact did not prevent the 
politicians of those times from finding a mechanism of 
Stabilization of ethno-religious relations. 


For the peoples of Central Asia, specifically for Kaza- 
khstan and even the Islamic peoples of the Volga region, 
this center of attraction has traditionally been the Near 
East, Mecca. But this has absolutely nothing to do with 
Islamic fundamentalism. 


What sort of picture would we obtain were we to follow 
Solzhenitsyn's advice? At the present time the numbers 
of the Russian-speaking population in Central Asia con- 
stitute almost 8.5 million—not counting mixed families, 
and they constitute an even larger number—and the 
overwhelming proportion of these people would under 
any circumstances remain where they are. But even were 
7-8 million persons to respond to the calls of Solzhen- 
itsyn (as, equally, of both the national patriots and 
liberal democrats), public expenditure on each of them 
would constitute no less than R5 million-R10 million (in 
today’s prices). In reality, however, far more would have 
to be spent on giving them an elementary start. Thus, 
simple arithmetic shows that the state would have to 
allocate from the treasury merely for resettling them and 
helping them fend for themselves no less than R35 
trillion-R80 trillion. And if it is considered that, after 
this, Russia would have to formally structure its 
southern borders properly, this would be a simply astro- 
nomical sum. Only 10 percent of the Russian borcer is 
structured in the proper form at this time. According to 
calculations of specialists from the State Duma, fixing up 
one square kilometer of border would cost no less than 
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R1 billion. Each kilometer of border would, accordingly, 
cost no less than $5 million. Thus, it would be necessary 
to shake loose merely for the reconstitution of Russia’s 
southern border $10 billion-$15 billion. What, one won- 
ders, would be the good of such expenditure (specially 
since, as Academician Nikolay Shmelev maintains, all of 
present-day Russia is worth approximately $60 billion). 
And this without regard to the politico-economic, social- 
everyday, and ethno-cultural consequences that would 
inevitably emerge in Russia’s relations with the coun- 
tries of Central Asia. 


For example, it is known that the absolute majority of 
migrants is composed of hard-working, confident people 
who have, as a rule, a good trade and high qualifications. 
They did not before emigrating live a wealthy lifestyle, 
perhaps, but they had a roof over their heads and a job, 
in their specialty, what is more, that allowed them to 
provide a perfectly normal life for their families. There 
was some order and a measured tread to life. But there 
are few who await them in Russia, and if they do just 
about manage to settle down somewhere, deprivations 
and humiliations are inevitable, since in the new sur- 
roundings all will begin from scratch. I encountered in 
Saratov Oblast an immigrant from Tajikistan who was 
milking cows. He looked to be about 38-40, was well- 
bred and a most pleasant conversationalist, and was for 
a long time reluctant to confess what he had been before 
But when we had fallen into conversation, he sudden|, 
embraced me and said with tears in his eyes: “I am a 
pilot, I flew a TU-154 for seven years and hoped that my 
experience and qualifications would be needed by 
Mother Russia, but after long ordeals in the local air hub, 
I realized that there was nothing for me to do there. So 
what could I do, I had to live, my children are growing 
up, but, heaven knows, milking cows 1s not for me. When 
I recall my previous life, I feel so sick at heart, so upset, 
that my only wish ts to get hold of a gun somewhere and 
take to the streets. I do not know who is to blame for this 
or who has caused this ‘ine mess, but I know for a fact 
that it is time for me to do something, to change some 
things. I shall not put up with this humiliation for much 
longer...” 


I have seen for myself that the majority of immigrants are 
of the same or almost the same frame of mind. It 1s a good 
thing that my partner was an educated individual. But very 
many people among the immigrants could easily swell the 
ranks of any national-extremist organizations, and there 
would then truly be entirely irreversible processes. 


In addition, Russia does not have the right to leave Central 
Asia just like that. It should not be forgotten that, following 
the disintegration of the Soviet Union, it declared itself its 
successor. It should be noted for fairness’ sake that the 
USSR was a giant superpower with its own uniquely 
adjusted military-political and socioeconomic system, in 
whose formation all the republics of the former Union had 
participated. And it is perfectly natural that Russia has 
legitimate claims to the immense resources and hereditary 
image of the superpower in the world arena. But Russia 
should have greater responsibility also.... 
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Of course, the countries of Central Asia acquired 
national statehood and ascended to an entirely new level 
of development primarily thanks to Russia. But at the 
same time it has to be acknowledged that the center’s 
policy in respect to the countries of Central Asia was 
right from the start predominantly of a raw material 
focus, and this automatically programmed the compar- 
ative backwardness and political and, particularly, eco- 
nomic dependence on Russia. How else to explain, for 
example, the fact that each year Uzbekistan would 
cultivate more than 5 million tonnes of raw cotton and 
that the republic itself processed only 9-12 percent of 
what it had collected? Some 80-84 billion cubic meters of 
gas were produced annually in Turkmenia [Turkmeni- 
Stan], and only 2-3 percent remained in the republic 
itself, the rest was exported, and for each additional 
cubic meter of gas it was necessary to hang around 
Moscow’s doorstep, pestering it 1n order to kick loose the 
corresponding quota. Some 800,000-900,000 tonnes of 
raw cotton were harvested annually in Tajikistan, but 
only 7-8 percent of this could be brought to the finished 
product stage at home. A textile giant was built, however, 
in Ivanovo Oblast, which, naturally, did not produce a 
single kilo of cotton. In addition, to be frank, it was not 
the countries of Central Asia that unleashed the mon- 
strous war with Afghanistan. The peoples of this region 
are already feeling on the back of their necks the hot 
breath of the Afghan mojahedin, armed to the teeth and 
ready to exact revenge for the recent past and at the same 
time, in the name of unity with their brethren 1n religion 
and their liberation from communist oppression, to 
come down from the hills and hoist their green flag in the 
name of Islam. 


It should be noted that the peoples of Central Asia, as 
distinct from the peoples of the Baltic, do not suffer from 
an inferiority complex and have never considered the 
Russian and Russian-speaking population as occupiers. 
Even at the peak of the civil war in Tajikistan, not a 
single representative of the Russian-speaking population 
was killed on an ethnic basis. The peoples of this region 
rightly believe that the departure of the Russian- 
speaking population from the social life of the peoples of 
Central Asia would be comparable to the departure of a 
smart and well-loved brother from the family. It seems to 
me that many peoples still do not believe in the disinte- 
gration of the Union. For them what happened was a 
monstrous historical and political misunderstanding. 
The absolute majority of people hope that one way or 
another, if not today, then tomorrow, our leaders will get 
together and say: That is that, the experiment is over, 
and announce the formation of a new unified state. 
Otherwise this would be a great tragedy for tens of 
millions of people. 


It would be a good idea for Aleksandr Isayevich to 
observe the activity of John Paul II, the spiritual head of 
the Vatican, or to study the activity of Aleksty II, 
patriarch of Moscow and All Rus. He moves around the 
country by no means less than Solzhenitsyn, and his 
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entire activity is, truly, aimed at people's moral cleansing 
and the search for and discovery of spiritual harmony. 


This is why it is pitiful and offensive that Aleksandr 
Solzhenitsyn, whom I deeply respect, is becoming a 
rank-and-file “reformer” of the Zhirinovskiy type. 


It is obvious that the CIS 1s largely a contrived, artificial 
form of commonwealth. As a result of the disintegration 
of the Union, a political void took shape, and the leaders 
of the new sovereign countries were in a hurry to fill this 
vacuum with a semi-mystical shell going by the name of 
the CIS. It can be seen particularly clearly, therefore, that 
the ideas contained in Nursultan Nazarbayev’s draft 
raise the questions of the forms of the relations of the 
states of the former Union to a new qualitative level. The 
indifferent and cool response of the Russian side, there- 
fore, is not so much justified as undeserved. It seems to 
me that the ideas of a Eurasian union of states have yet 
to be seriously studied and completely understood by the 
politicians. 


The conceptualization of these ideas is proving to be a 
slow process, primarily through the fault of Russia. 
Economists in Russia have traditionally been more the- 
orists and experimenters than practical experts, and this 
is the reason for Russia’s insipid reaction to Naz- 
arbayev’s initiative. Emil Pain, a member of the Presi- 
dential Council and the leader of ihe Analytical Center 
under the president of the Russian Federation, recently 
declared candidly that a policy of reintegration of the 
former USSR would be contrary to the tasks of Russia’s 
economic development. It is no secret that the USSR was 
associated in world opinion primarily with the Russian 
national state, and there were reasons for such a notion. 
As a result of the disintegration of the USSR, Russia has 
ceased to be a superpower, gradually slipping into the 
category of Third World country. The system of eco- 
nomic ties and the unified system of the Armed Forces 
have been lost, and Russia has almost lost its navy, it has 
lost its most important outlets to the seas, it has ceased to 
exist as a strong partner in foreign trade, it has lost the 
status of dependable financial partner, and it has 
switched practically entirely to the channel of the polit- 
ical interests of the West, more precisely, the United 
States, having created thereby the foundation for the 
shaping of the latter’s monopoly political and economic 
dominion. 


The countries of the CIS are growing farther away from 
one another by the day, inasmuch as each of them has its 
own model of political system and its own level of under- 
standing of democracy and economic liberties. Under 
these conditions, unless in the very near future a mecha- 
nism of supranational coordination, if only in the plane of 
economic policy, is found, the time will have been hope- 
lessly lost. The gap between the sovereign countries 1s 
increasing to a dangerous, irreversible level. What is most 
paradoxical is that Russia is employing in its economic 
policy in relation to the countries of the CIS the well- 
known method of the IMF and the method of the assis- 
tance of Western countries that was initially employed first 
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to the Union, then to Russia. This set of methods by no 
means presupposes Russia's liberation from economic 
dependence on the West and will not contribute to its 
conversion into a modern power with its own competitive, 
modernized economy and high technology. 


In the opinion of the state-absolutist economists, it 1s 
essential now that Russia, instead of enormous expendi- 
ture on support for reintegration processes in the former 
USSR, urgently modernize iis industry to preserve its 
monopoly position on the markets of the CIS. 


I am afraid that such an approach is outdated and will 
not justify itself. And, on account of natural factors, the 
CIS countries themselves also would shortly decline such 
a relationship. But nature abhors a vacuum. Thousands 
of plans for the modernization of the production of the 
countries of Central Asia with the participation of for- 
eign countries, particularly Turkey, Iran, Pakistan, and 
the countries of the Near and Middle East and Europe 
are being drawn up even now. Russia’s reluctance to 
participate effectively in the reintegration process could 
squeeze it out of the market of Central Asia, and this, in 
turn, would deprive Russia of the opportunity to return 
to its former place of great power and generally recog- 
nized leader in its region. In addition, it 1s obvious that 
if the formation and strengthening of the countries of 
Central Asia and the development of their international 
relations are accompanied by a weakening of economic 
and other ties to Russia, this will inevitably have cata- 
strophic consequences for Russia. The increased remote- 
ness of Russia from the Central Asian market and the 
winding down of politico-economic relations would in 
the very near future confront Russia with the question of 
the movement and demarcation of its borders, a division 
of territory, with Kazakhstan included, and a set of other 
problems connected with this whose resolution would 
require not only political compromises but also colossal 
material expenditure. Would the young Russian 
economy be up to this? 


The present analysts from the state and presidential 
structures, while beginning to recognize the importance 
of the Central Asian region for Russia strategically, are 
nonetheless calling into question the expediency of the 
integration of the countries of Central Asia and Russia 
on a confederative basis, since the demographic situa- 
tion in Russia is as alarming as could be on account of 
the appreciable excess of mortality over the birthrate. 
According to the latest forecasts, this situation will 
become even worse in the future. A clear trend of more 
and more young families preferring not to have a second 
child has been established. As a result, the mass switch to 
a one-child family 1s leading to the point where in 25 
years the population of Russia will have declined almost 
twofold, that is, the natural decline in population will 
constitute almost 3 million persons a year. 


Truly, a most complex problem for the Central Asia 
region itself is the uncontrolled growth of the population. 
This is connected primarily with traditions and customs, 
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the way of life, and religious prescriptions. It is sufficient 
to say that in the past 50 years the population of the 
States of this region has just about tripled (Tajikistan has 
shown an increase by a factor of 3.3, Uzbekistan, by a 
factor of 3, Kyrgyzia [Kyrgyzstan], 2.8, Kazakhstan, 2.7, 
and Turkmenistan, 2.6). The rate of this process is 
eloquently attested by the situation in Northern Tajiki- 
stan, where in just over 100 years (since the time of the 
affiliation of Khodzhent to Russia) the population has 
increased by a factor of exactly | 1 (data of Professor S.P. 
Polyakov). 


Of course, having compared the rate of growth of the 
population of the Turkic-Islamic nation with the rate of 
natural decrease in the population of the Russian- 
Christian nation, it could be concluded that in the future 
the demographic situation could change drastically in 
favor of the Muslim population, which would create a 
serious threat of a deepening of the ethno-cultural and 
religious crisis within the framework of a unified state. 


But, on the other hand, it has to be considered that the 
Central Asian ethnic society has traditionally been 
unambitious and has been distinguished by higher- 
than-usual tolerance. This is confirmed by the fact that 
the peoples of Central Asia did not in their Soviet history 
put a single person on the political Olympus of Soviet 
statehood—not counting the largely sham Din- 
mukhamed Kunayev and Sharaf Rashidov. In addition, 
none of these theoreticians has computed what losses 
could be inflicted on Russia by the critically dangerous 


level of the absence of manpower for the elementary 
support of the activity of its social and production 
structures. 


So the racket surrounding Islamic fundamentalism is not, 
as the actual situation shows, worth a plugged nickel). A 
comprehensive study of the state of Islam in the countries 
of Central Asia has led scholars to conclude that there 1s no 
such thing in the so-called “Russian underbelly” of Islamic 
findamentalism in the form about which everyone 1s 
fearfully speaking. There are individual manifestations of 
Islamic extremism on religious grounds. But fundamen- 
talism is not typical of Islam alone. There is Christian 
fundamentalism, Buddhist fundamentalism, communist 
fundamentalism, and so forth. The concept of fundamen- 
talism includes, aside from all else, the imposition of one’s 
own vision on all of society. And here Islamic fundamen- 
talism is not a bit different from Christian or Bolshevik 
fundamentalism, for example. The new mindset of the 
national patriots and radical isolationists and the state- 
ments playing up to them of such authorities as Solzhen- 
itsyn could detonate Russia from within and even lead to 
a global confrontation. 


We suggest that Aleksandr Isayevich tour all of Central 
Asia also, drive around the cities and villages of the 
“underbelly,” and talk with the Russian and Russtan- 
speaking inhabitants. I believe that this would be most 
useful for a determination of the true frame of mind and 
state of the entire Russian-speaking population of this 
region. All expenses connected with the tour of 
Aleksandr Isayevich Solzhenitsyn and his group could be 
assumed with pleasure by our institute. 
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ECONOMIC & SOCIAL AFFAIRS 
Officials Assess Foreign Debt Issue 


Deputy Prime Minister Shokhin’s Views 


YSAO0SS1A Moscow KOMMERSANT-DAILY 
im Russian 31 Aug 94 p 4 


[Article by Natalya Kalashnikova: “Shokhin: To Pay or 
Not to Pay—There is No Such Question’’] 


i text! The government has not posed and does not intend 
to pose the question of writing off, in whole or in part, the 
debt of the USSR. Russia, by international criteria, 
cannot be listed among the poorest countries or the 
countries with a menacing foreign debt. And the very 
phenomenon of writing off debts would evoke incompre- 
hevsion on the part of the world community, as well as the 
risk of losing the prestige of a great power, and would also 
lead to a Slowing of the influx of foreign investments to 
Russia and all forms of participation by the country in 
international credit-finance cooperation. So believes Vice- 
Prime Minister ALEKSANDR SHOKHIN, who is in 
charge of negotiations on the foreign debt. 


Having refused itself the luxury of acting in the Leninist 
manner back in 1992 (1.e., opting not to pay the bills of 
the Soviets), the Russian government has preferred to 
pay—but according to a flexible schedule of redistrib- 
uting payments with consideration for the budget situa- 
tion. In Shokhin’s opinion, it would be incorrect in 
Russia's case to recall the case of Poland or Egypt, for 
whom part of the debts were written off. Such generous 
benefits are granted either to countries which are 
exiremely poor, or to those whose sum of indebtedness 1s 
onsidered “menacing.” 


In this case, the creditors take into consideration a number 
circumstances, aS for example the country’s volume of 
debt in relation to its export (in 1992 for Poland it was 600 
percent, and for Russia—200 percent; the criterion for 
writing off debt 1s considered to be a ratio of 300 percent), 
as well as the ratio of the sums of current payments to 
export (in 1992 for Russia it comprised 50 percent. Thus, 
one could not speak of net outflow of financial resources 
from the country). However, the indicated 50 percent gave 
Moscow grounds to begin negotiations on restructuring. 
\nd in 1993. by ratio of actual payments to export (only 5 
percent), Russia had a much more advantageous position 
than its colleagues in debt misfortune (Brazil and Argen- 
tina--over 20 percent). In this way, 1t achieved an unprec- 
edented low level of payments. At the same time, export 
last year reached $41 billion. This year, according to the 
predictions of Goskomstat [RF State Committee on Sta- 
tistics}, the CB [RF Central Bank], Minekonomika [Min- 
istry of Economics] and the MVES [Ministry of Foreign 
Economic Relations], it will comprise approximately this 
same amount, so that for the present time the current 
payments are not inflicting a notable decline upon the 
country. The creditors are also taking into consideration 
the drain of capital from Russia, viewing this phenomenon 
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as a reserve for repayment of the debi. in the words of 
experts within Shokhin’s organizational structure, the gov- 
ernments of the USA and the FRG [Federative Republic of 
Germany], while exhibiting a flexible approach to the 
solution of the Russian debt problem, nevertheless believe 
that writing off the debt must be viewed by world financial 
circles as unsubstantiated. In the opinion of Mr. Shokhin, 
in the case of re-formulation of the debt, Moscow would be 
facec with the need to pay more in the first years than it 
does 10w. Moreover, the reformulated debts are not sub- 
ject to redistribution: They must be paid at face value. 
Finally, experience shows: Writing off the debt under- 
mines trust toward the debtor as a credit-finance partner, 
and investment cooperation enters the norm only after 
some time (in the case of Mexico—after 3-4 years). 


However, the current system of restructuring 1s not a 
panacea, not to mention the fact that the conclusion of 
annual agreements with creditors is a difficult matter (bilat- 
eral agreements follow the signing of a framework agree- 
ment with the club). The texts of the documents themselves 
contain only the conditions of payment, and not the indic- 
ative data, which complicates the coordination of the sum of 
payments with the budget. The medium-range prospect of 
payments is also absent. The Paris Club is usually oriented 
around a period of 1.5-3 years, in the course of which the 
ICF [International Currency Fund] program operates on 
stand-by. In Moscow today they are thinking of “expanding 
the temporal horizon.” The possibility of long-term restruc- 
turing is being examined as a working variant. This practice 
has been used by creditors in writing off indebtedness of a 
number of countries. In the Russian project (where there is 
no talk of write-offs), the intention 1s to redistribute the 
entire foreign debt—and not only the current payments— 
and to establish maximal payments ceilings which may 
increase in time. The basis for deter: nining the ceiling could 
be the medium-range preoyection of the payments balance. 
In other words, the new scheme would not only strengthen 
the element of predictability (from the standpoint of the 
budget), but would also ease the debt situation on the whole, 
since the country is faced with rather high payments for 
subsequent years. 


However, for the present this is only a working model, 
which must still be developed. It 1s unclear how the 
creditors will react to it. Then again, there 1s an alterna- 
tive to this scheme—the variant which was unofficially 
proposed by Mr. Davydov. 


{Begin boxed material] 


Situation with payments on the foreign debt of the 
USSR and Russia (according to data of the Russian 
Government for 1 January 1994) 


—The foreign debt in hard currency 1s $83.7 billion. 
This includes: long- and medium-term debt—$70.6 
billion, including the debt of Russia, 1.e., the credits 
received since | January 1992 ($9 billion), as well as 
the debt of the USSR—$61.6 billion); and short-term 
obligations—$ 13.1 billion 
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—Payments on servicing the foreign debt in 1993 were 
$2.2 billion. This includes: For the debt of Russia— 
$1.4 billion; for the debt of the USSR—$0.8 billion. 


—Accounting of payments on servicing the debt in 
1994$4.7 billion. This includes: For the debt of 
Russia—$2.7 billion; for the debt of the USSR—$2 
billion. 


[End boxed material] 


{Begin boxed material] 


Indebtedness by foreign states to the former USSR 


—The overall sum of indebtedness was 94.0 billion 
rubles (R), including around 90 percent of the debt on 
credits granted in rubles (re-computation of the debt 
into rubles on credits in foreign currency is performed 
ai the official rate of exchange of the USSR Gosbank 
[State Bank] as of the status on 25 December 1991). 


—The former socialist countries account for 50 percent 
of the indebtedness. 


—The pmmary debtors are Cuba, Mongolia, Vietnam, 
India, Syria, Afghanistan, Iraq, and Libya. 


[End boxed maternal] 


Foreign Economic Relations Minister's Views 


944Q00581B Moscow KOMMERSANT-DAILY 
in Russian 31 Aug 94 p 4 


[Article by Svetlana Sukhova: ‘““Davydov: We Should 
Never Be in a Hurry to Pay”’] 


[Text] Minister of Foreign Economic Relations of Russia 
OLEG DAVYDOYV is convinced that Russia can forgo 
part of its foreign political image in favor of its economic 
interests. Especially since Poland, whose debt was 
reduced by one-half, and the remaining part transferred to 
obligations, does not feel belittled. Yet in 1995 Russia will 
have to give the Paris and London clubs almost all of its 
currency revenues from export toward payment of debts; 
revenues by which, in the words of the minister, the 
Russian economy exists today. 


The head of the MVES believes that if the Paris club 
writes off at least part of the USSR debt, it will be 
possible to avert a crisis in the Russian economy and 
export. In his opinion, “politicians must answer first of 
all to their own people, and then to the Paris club.” In 
the words of Davydov, after Russia makes the payments 
which are due in 1994, only slightly over half of the 
currency earned from export will remain. But this is only 
this year. Next year, notes the minister, it will have to 
give away almost all of the currency earnings, since the 
indebtedness to the London club is mounting up (for last 
year the indebtedness in the sum of $0.5 billion was not 
repaid). Also, the payments to the Paris club are also 
increasing (in 1993 they comprised $2 billion, and the 
sum of $4.1 billion which was planned for 1994 has 
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grown to $6-7 billion). Based on such a growth rate ot 
payments, Davydov concludes that in 1995 they will 
comprise around $10-11 billion. He noted that the 
Minfin [Ministry of Finance] and the Vneshekonobank 
{Foreign Economic Bank] already have the approximate 
figures, but are keeping them a secret. Yet the positive 
trade balance for the 8 months of 1994 comprised $10 
billion (by the end of the year, perhaps, 't will grow to 
$16-17 billion). In Davydov’s opinion, we cannot count 
only ‘the bare figures, thereby obtaining these same 200 
and 300 percent from export.” We must also consider 
the fact that today “the entire country 1s living exclu- 
sively at ‘he expense of export.” It 1s unlikely that the 
trade balance will greatly increase in 1995. And this 
means that with the growth of indebtedness to the clubs 
Moscow will not have money left for its own needs. The 
minister also emphasized the danger of such a situation 
in 1995-1996, on the eve of the elections. In the case of 
a sharp deterioration in the economic situation, in his 
words, the results of the elections may prove to be most 
lamentable. And the creditor countries should be the 
first to stop and think about this. In the words of the 
head of the MVES, the situation 1s also complicated by 
the fact that, on top of the repayment of the “club” 
debts, there 1s also the repayment of Russia’s debts 
Moreover, Russian debts are not subject to any restruc- 
turing and must be repaid on time. In the opimon of the 
head of the MVES, there is only one solution: “Depart- 
ing from the image of a country that pays for everything, 
to retain the economy and trade at the necessary level.” 
And this, first of all, must be understood in the West 
Moreover, the West “‘will not live any better” from the 
$80 billion in Soviet debt. In the words of the head of the 
MVES, the FRG, for example, annually invests DM115 
billion, or $86.25 billion into the economy of the former 
GDR [German Democratic Republic]. And Poland too, 
which already has done what the Russian minister 1s 
talking about (50% of its debt has been written off), 15 not 
a “poverty-stricken country,” and has not lost its image 


Davydov understands that writing off all the debts of the 
former USSR “to zero’’—although this is the best way 
out of the situation, alas, is practically unrealistic. It 
would be much more realistic to reduce this debt (to 
one-half) and to transfer the second half to obligations, 
which will be paid off for 20-30 years. At the same time. 
in the minister’s opinion, we should not be afraid that 
difficulties will arise with the foreign banks receiving 
interest from debt operations. Davydov is sure that the 
situation, on the contrary, will improve, since only 
$20-40 billion remain due for Moscow. We should also 
not be afraid (for the same reason) of a sharp decline in 
investments. In the words of the head of the MVES, “if 
Russia had no debts today, investments and new credits 
would proceed even more actively.” Especially since 
Russia is settling accounts on its debts in a timely 
manner and in full. Yet past credits “asked for or not, 
were given to Gorbachev ‘to save perestroyka’ 

Undoubtedly, in the opinion of the minister, “if we 
concern ourselves with how we look to the West. then we 
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must pay.” As for the indebtedness to private banks and 
companies, about them there 1s no discussion. In Davy- 
dov’s words, the questions of their payment will be 
resolved through bilateral negotiations. 


International Affairs Department Response 


944005810 Moscow KOMMERSANT-DAILY 
in Russian 31 Aug 94 p 4 


[Commentary by the Department of International 
Affairs] 


[Text] To put it mildly, the fact that the opinions of the 
two Russian ministers on questions of repayment of the 
foreign indebtedness of the USSR do not coincide, 1s 
obvious. The head of the MVES builds his entire argu- 
mentation on the idea of their partial write-off, while the 
head of Minekonomika stresses the importance of disci- 


pline in debt obligations. Both believe that the victory of 


specifically his viewpoint will help to attract foreign 
investments, and will also facilitate the emergence of the 
Russian economy out of its crisis situation. 


\t first glance, 1t may seem that such striking differences 
of opinion in the government in regard to such an 
important problem are only capable of introducing tur- 
moil into the development of the policy of creditors and 
investors in regard to Russia. Yet, as strange as this may 
seem, we may see some advantages in this. If Davydov 
had not spoken out quite unexpectedly with the idea of a 
partial write-off of the debts, such a presentation would 
have to have been devised. Creditors, as they say, began 
to get nervous, because they were afraid that they would 
not see their money. 


In this situation, the Russian side has a rare chance to 
make use of the commotion tn the country of the enemy 
to its advantage, and specifically—by proposing its own 
variant of restructuring. After all, both Davydov and 
Shokhin are in agreement on the fact that in its current 
form the servicing of the debt may become rather 
burdensome for the Russian budget already in the near 
future 


And we may assume that a practical result of the 
discussion which has unexpectedly arisen will be the 
attainment of a more optimal agreement with the cred- 
ijtors than the one which exists at the present time. We 
may also express the hope that emphasis on the problem 
of the USSR debts (which today really do look somewhat 
strange in regard to the new state—Russia) will make it 
possible to attract the attention, for example, of the Paris 
club to the debts owed to the Soviet Union. They—even 
though some may think this archaic—nevertheless 
greatly surpass all the current debts of the USSR and 
Russia taken together. The Paris club, we might add, has 
already been offered the variant by which Russia could 
be involved in resolution of the questions of restruc- 
turing the debts of the countries which are in debt to the 
USSR. 
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At the same time, it is obvious that, if Russia really 
intends to enter the “big seven,” it will not be able to 
enter it with an outstretch hand, and will nevertheless 
have to pay something. 


Scale of Unemployment ‘Underestimated’ 
9444-12674 Moscow NEZAVISIMAYA GAZETA 
in Russian 9 Aug 94 p 4 


[Article by Yuriy Chernov: “Unemployment as an Inde- 
pendent Factor in Economic Development. The Official 
Assessment of Unemployment Masks the Scale of the 
Crisis”] 


[Text] A balanced social policy that brings results is not 
only an ultimate goal but also a basis for the conditions 
that will enable us to move Russian reform forward. It 
seems to us that in this case, social indicators must act as 
threshold values that place qualitative limitations on the 
program of economic stabilization. In practical terms in 
developing social indicators for the “threshold of employ- 
ment that guarantees the minimum subsistence wage,” we 
must proceed from the fact that human resources are the 
foundation for the resource potential of economic reform. 
We must also consider the key role of the labor market in 
asset distribution and in increased economic return on 
assets. It 1s also essential to consider that at the present 
time unemployment 1s becoming a relatively independent 
factor in the development of the economy as well as a 
reason for the additional curtailment of investment and 
consumer demand. As a result, we may have a stable 
process of “secondary depression” that will be predeter- 
mined by a dynamic of unemployment in preceding 
periods. It 1s for this reason that the employment policy 
must already today play an active role as a stabilizing 
factor preventing a transition from temporary unemploy- 
ment to stagnant, long-term unemployment. 


A Dual Policy in Assessing Unemployment Masks the 
Scale of the Crisis 


The government program gives priority to restraining 
inflation and stabilizing production. Employment has 
been placed somewhere on a back burner and 1s seen as 
the result of economic policy and not as a goal and basic 
stabilizer of the economy. Official Russian statistics (and 
this has been confirmed on numerous occasions by 
specialists of the International Organization of Labor) 
do not fully reflect the country’s unemployment situa- 
tion. because they decrease the real level of unemploy- 
ment by a factor of about 5. The lack of a solution to this 
problem threatens the reform process. If the degree of 
recession in the Russian economy ts to be measured not 
only by cost indicators but also through the real level of 
unemployment, then the whole problem of unemploy- 
ment would look different and would be seen in a more 
proper light. 


This formulation of the problem 1s particularly urgent 
because economic policy faces contradictory goals—the 
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Struggle against inflation, elimination of the drop in 
production, and the need to socially protect the popula- 
tion, including from a sharp increase in unemployment. 
This means that the placement of priorities depends to a 
large degree on the selection of indicators that are used to 
assess the situation. The official unemployment level 
registered by the employment service creates the impres- 
sion that large-scale unemployment is not a threat. 
According to the methodology of the International Labor 
Organization, a determination of the unemployment 
level is implemented on the basis of periodic surveys of 
families, and the unemployed include individuals of 16 
years of age and over who did not have a job during the 
period under examination (income-bearing activity), 
were involved in an active search for work, and were 
ready to begin work. 


Evidently, differences in methodolowies for calculating the 
number of unemployed 1s not such an innocent thing if 
results show a fivefold discrepancy. What is behind the 
differences in assessment of the same phenomenor. by 
official statistics and by the international standard? In our 
opinion, it is the totally different approach to determining 
the role and place of unemployment in economic life in 
general and within the reform process specifically. 
According to the prevailing point of view, unemployment 
as one of the macroeconomic indicators has no noticeable 
independent significance but is more likely viewed as the 
result and consequence of anti-inflation policy and as an 
unavoidable price for financial stabilization. 


It is quite apparent that with such a viewpoint of the 
phenomenon, only one thing is desired—to play up the 
least alarming of existing assessments of unemployment 
norms and at least to avoid fanning, for this reason, the 
already passionate antimonetary views of large strata of 
society. The opposite point of view 1s based on the fact 
that the unemployment norm plays a key role in 
explaining production decline. This point of view recog- 
nizes the objective necessity to measure unemployment 
realistically and, naturally, according to international 
standards. To supporters of this point of view, it is clear 
that stress in the labor market will be determined not so 
much by the number of unemployed registered by the 
labor service as by the general number of unemployed, 
i.e., by all potential unemployment. The key role of 
unemployment indicators in assessing the “health” of 
the economy forces us to select the growth of socioeco- 
nomic unemployment costs as one of the criteria for 
tolerable economic recession limits during the beginning 
phase of structural restructuring. Here the “cost” of 
growing unemployment as an economic criterion evi- 
dently must be determined not so much by growth in 
compensation as by expenses in the form of losses of 
realistically possible but unrealized (as a result of the 
unemployment of a portion of the able-bodied popula- 
tion) production of the gross national product. 


At the present time, unemployment policy does not even 
examine this criterion, let alone develop special macro- 
economic norms. The need for such assessments is based 
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on two things. First of all, there is a need to develop a 
mechanism that determines the economic and financial 
possibilities for socially supporting the unemployed 
preserving jobs, and mitigating the social Consequences 
of long-term unemployment depending upon how much 
the actual level of unemployment exceeds the natura! 
which 1s characteristic of a balanced economy. Secondly 
there is the task of assessing gross national product losses 
related to the underuse (due to unemployment) of labor 
resources. In this case the effectiveness of using labor 1s 
a key parameter that predetermines economic return on 
other related “material and financial” resources 


Structural Analysis of the Unemployment 
Level—Ineuspicious Results 


When making analytic predictions of labor market pro 
cesses for late 1994 and the near future, it 1s essential to 
bear in mind that the implementation of a moderate!) 
severe financial and monetary policy in 1993-1994 pro 
vided the foundation for industry to move to real 
demand limitations not only on end but also on inte: 
mediate products. The result was a continued fall in 
production in early 1994. but now already against the 
background of sharply curtailed inflation. The econ om 
slump reached the level at which growth in unemploy 
ment becomes a relatively independent factor in deve! 
opment and at which its scale begins to additional! 
curtail investment and demand. It is for these reasons 
that socioeconomic problems relating to managing 
employment are now being presented as an eccnomn 
policy priority. Without effectively restructuring labor 
market institutions on the microlevel, including the 
entire complex of policies of human resource develop- 
ment, the strategy of macroeconomic stabilization will 
not bring success regardless of what criteria are used 


When considering the contemporary condition of the 
Russian labor market, it 1s essential to keep in mind. first 
and foremost, the colossal drop in the gross domest 
product during the last three and a halt years. In indus 
trially developed countries with market economies, this 
kind of drop would have given rise to a situation 
resembling the Great Depression of the 1930's) At the 
same time, the high level of inertia in economic pro 

cesses and the altered shape and the cumbersome nature 
of the production structure delayed the arrival of the 
crisis in the newly forming labor markets. As a result, for 
a long time open unemployment did not grow at the 
expected pace. Among the factors that explain such facts 
are the previous employment structure, and that psycho 
logical barrier of the fo.mer system that interferes with 
admitting to and precisely determining unemployment 


In recent years the main feature of labor market pro- 
cesses has been that growth in unemployment did not 
develop to a scale that corresponded to the drop in 
production. During this period, official unemployment 
was on the level of | percent, whereas odueaon 
decreased by | 7-20 percent. This was reflected in a sharp 
drop in labor productivity. In this we must see the main 
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reason why open official registered unemployment does 
not adequately correspond in scale to the decrease in 
production. At the present time, reserves for adapting 
painlessly to a drop in production have already been 
considerably exhausted in terms of the labor force. 
Unemployment has reached a qualitatively new level. 
The development of long-term, stagnant unemployment 
when there are no preventative or anticipatory employ- 
ment policies may result in the fact that structural 
restructuring will lose the labor potential that has been 
developing for decades. Unemployment is taking on 
mass features and soon will be measured in stable double 
digits. An unemployment norm of 12-15 percent may 
continue for several years in a row. There are no con- 
vincing reasons to think that economic restructuring will 
result in only a short period of high unemploymeni and 
of the resulting impoverishment of the population. If we 
recall the restructuring that took place during the 1980's 
in some Western European countries in which, despite 
the relatively developed labor market mechanism, dou- 
ble-digit unemployment continued for decades, can we 
expect an any less serious or shorter unemployment 
period in a country that does not have at its disposal an 
existing mechanism for influencing the mobility of labor 
resources and for supporting employment? 


Moreover, in analyzing unemployment growth, it is essen- 
tial to consider the unreliability of information available to 
statisticians. For example, we should consider hidden 
unemployment in the form of forced premature retire- 
ment, the preservation of a job without real work being 
done, and others. The result of such hidden unemployment 
is that the proportion of unemployed (number of individ- 
uals who consider themselves unemployed) usually 
exceeds the number of officially registered unemployed by 
a factor of 4-5. Data on the officially registered unem- 
ployed evidently does not fully reflect the real scale of 
unemployment, because not all citizens who have lost or 
who do not have a job always turn to the government 
employment service. Thus, according to estimates by the 
Russian Ministry of Economics, as of | July of this year the 
number of the registered unemployed equals 1.3 million 
persons, or 180 percent of those unemployed during the 
corresponding period last year. In this case the proportion 
of individuals who receive unemployment comprises 84 
percent. The proportion of registered unemployed among 
the working-age population equals an average of 1.4 per- 
cent throughout the country. Women are prevalent within 
the structure of official unemployment; about 70 percent 
of the total unemployed work force are women. 


At the same time, according to the assessment of Gosko- 
mstat [State Statistics Committee], as of late June the 
number of individuals who did not have work and who 
were actively looking for it, as well as those working less 
than full time, i.e., general potential unemployment, com- 
prised 9 million people, or 12 percent of the economically 
active population. Of these, 4.5 million people (6 percent) 
did not have jobs but were actively searching, and in 
accordance with ILO methodology were classified as fully 
unemployed. In addition, 4.5 million were forced to work 
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incomplete work weeks (1.9 million) or were on vacation 
either without wages or with partial wages (2.6 million) 


This striking divergence between official unemployment 
and its levels as assessed according to international 
standards attests to the danger of duplicity in assessing 
this phenomenon. The fact that the acuteness of the 
labor market crisis is being masked by the low level of 
official unemployment is a direct threat tc the country’s 
economic security. Here we can assume a financial 
underlying cause for emphasizing officially registered 
unemployment figures to the detriment of the actual 
figures, especially if we keep in mind that the State 
Employment Fund today is capable of financing regional 
employment programs only when the unemployment 
level is no higher than 3 percent. 


To the number of special characteristics of the current 
labor market we can add growing secondary employ- 
ment, which mitigates outbreaks of open unemployment 
to a certain extent by being an amortizer of long-term 
unemployment. At the same time it is a means of 
obtaining additional income and of maintaining the 
existing level of demand. In addition, initial expansion 
of employment attests to the adaptation of the popula- 
tion to new conditions. Forms of secondary employment 
include holding down more than one job, temporary 
labor collectives, and so forth. In mid-1994 these forms 
will encompass approximately 8 million workers, of 
these, about 2.5 million are involved in middleman- 
trading activities. 


Shatalov Compares Draft Tax Laws 
944F 14454 Moscow NEZAVISIMAYA GAZETA 
in Russian 30 Aug 94 p 2 


[Report by Faina Osmanova under the rubric “Taxes”: 
“Laws Will Replace the Tax Code: The Federation 
Council Has Its Own Versions of These Documents] 


[Text] According to Sergey Shatalov, one of the main 
authors of the official draft of the Russian tax code, work 
on this document in the Center for Foreign Investment 
(on commission from the Ministry of Finance) is almost 
complete. In the fall it will be presented to the Ministry 
of Finance; however, most likely it will be adopted no 
earlier than 1995. Therefore the road proposed by the 
government is correct—the adoption of new laws. The 
main and most fundamental of them is the ‘Law on the 
Foundations of the Tax System,” which will regulate all 
general issues associated with taxation, also, in Sergey 
Shatalov’s opinion, it is necessary to introduce new 
wording with appropriate amendments to some tax laws. 


At his press conference devoted to a comparison of the 
two drafts of the new wording for the Law “On the 
Foundations of the Tax System in the Russian Federa- 
tion,”’ Sergey Shatalov emphasized that the “current tax 
legislation is in conflict with the Constitution.” There 
are many factors destabilizing Russia’s current tax 
system. The president issues edicts on procedures for 
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determining what constitutes sales below cost, which 1s a 
direct matter of tax regulation and should be resolved in 
a different way. But this is only one of the problems. A 
very serious problem also arises in connection with the 
fact that separate agreements are being entered into with 
individual Federation components. Sergey Shatalov 
cited Tatarstan as an example. In this agreement Tatar- 
stan pays only 6 percent of taxes collected on its terri- 
tory. The rest of the regions pay the tax between 40 and 
50 percent. Naturally, this irritant factor may result in 
conflict situations. 


Another problem is that the tax system and taxes cur- 
rently in effect in Russia are the result of 1991 activities. 
Since then both the economic and the political situation 
in Russia has changed radically. The amendments that 
were made to the tax system over 1992-1993 were of a 
local nature; there was no comprehensive solution to the 
problems. There is absolutely no regulation in the area of 
relations between the taxpayer and the tax organs. 


Some draft laws either already have been submitted or 
will be submitted very soon; at least, the “Law on the 
Foundations of the Tax System” is complete and 1s being 
discussed quite broadly at government level. Since this 
draft also was sent to the parliament, an expert group 
was set up under the Federation Council, which con- 
ducted an expert evaluation and presented its conclu- 
sions. According to Sergey Shatalov, a ‘‘so-so 
assessment.” The group of experts, having discussed this 
version and to a certain extent on the basis of the already 
existing draft of the tax code, prepared an alternative 
version of the “Law on the Foundations of the Tax 
System.”’ The draft proposed to define at the level of law 
the basic notions of tax legislation (taxpayer, tax lia- 
bility, source of income, place of sale, etc.), as well as set 
procedures for the actions of tax organs (conducting 
audits, involuntary collection of taxes, freezing accounts, 
and property seizure). Due to these amendments the 
draft law grew considerably in size—to 69 pages, while 
the Ministry of Finance presented a 1 5-page concept. 


There are many substantial differences between the 
official and alternative draft laws. For instance, in the 
draft proposed by the expert group it is permitted to 
consider an enterprise with all its branches and subsid- 
iaries a single taxpayer, which means that in this case all 
internal turnover is not subject to taxes. 


Consumer Market Fails To React to New Import 
Duties 


944F1391B Moscow SEGODNYA in Russian 25 Aug 94 p 3 


[Article by unidentified correspondent: “The Consumer 
Market Is Not Yet Reacting to the New Import Duties; It 
Is Expensive To Live in Moscow, It Is Even More 
Expensive in the Far East’’] 


[Text] Aleksandr Daniltsev, the chief of the tariff admin 
istration of the Ministry of Foreign Economic Affairs of 
Russia, told INTERFAX that the ‘‘alarm over the sharp 
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increase in prices for food products in large cities in 
connection with the introduction of increased import 
tariffs starting on | July is still premature.” 


According to Mr. Daniltsev’s information, the Russian 
market “‘has not reacted to the new customs duties” for 
the time being. He mentioned that, starting on | July, a 
decree of the Government of the Russian Federation 
established customs duties of 10-20 percent on basic 
food items. This was done instead of the former duty- 
free system of food imports. In connection with the new 
import system, a number of exports have predicted the 
inevitability of a sharp increase in the price of food 
products in the near term. Especially gloomy forecasts 
were expressed with respect to large cities that are 
heavily dependent on food imports. 


However, a sharp jump in prices has not occurred yet. 
Meanwhile, in the time that has elapsed since the new 
import system went into effect, proposals have also 
appeared to establish favorable import duties for food 
products for individual cities of the country. Com- 
menting on proposals like this, Aleksandr Daniltsev 
declared that “this would be an illegal act that contra- 
dicts generally accepted norms of tariff regulation and 
the Customs Code of the Russian Federation.” 


In Mr. Daniltsev’s opinion, the effect of lowering import 
tariffs on food commodities only for the “capital minor- 
ity” can have a ruinous effect on the population of the 
most “‘select” cities that, as it was several years ago, 
inevitably are being transformed into “dumping points 
for cheap” food products, with all of the social and 
economic consequences that ensue therefrom. 


Meanwhile, according to data of the State Committee for 
Statistics of the Russian Federation and the Center for 
Economic Competition under the Government of the 
Russian Federation, since the beginning of August, the 
average prices for food products in the country have not 
changed. We will also recall that their increase in July 
amounted to a weekly 0.7 percent. At the same time, in 
June, before the introduction of the new duties, prices 
increased weekly by | percent, and in May—by 1.7 
percent. 


However, some changes in the dynamics of the increase 
in prices, nevertheless, are being observed. Thus, in 
particular, out of individual commodities, the price of 
sugar, on which a 20-percent duty has been levied, is now 
going up the fastest of all (by 4.5 percent for the last 
week). The experts think that this 1s connected most of 
all with the increase in the seasonal demand for sugar. 


For the last four weeks in Moscow, the prices for food 
products, nevertheless, increased by 1.8 percent, while 
on the average in Russia their growth amounted to 0.5 
percent for this very same period. Meanwhile, Moscow ts 
not the leader in this index—in the Far East and in 
Eastern and Western Siberia. food during this time 
increased in price by 2.8-4.2 percent. 
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Duma Report Denounces Economic Policy 
Inconsistencies 

944F1335A Moscow NEZAVISIMAYA GAZETA 
in Russian 16 Aug 94 pp 1,3 


[Text of prepared speech by Sergey Glazyev, chairman of 
the State Duma’s Committee on Economic Policy: “The 
Speech Not Delivered at the Expanded Council of Min- 
isters; the Assessment of the Socioeconomic Situation in 
the Country Depends on the Selected Criteria’’] 


[Text] An expanded meeting of the government on the 
results of the first half of the year took place on 14 June 
1994, Many State Duma Deputies had not been admitted 
to this meeting, but even those who had been admitted, 
including the chairmen of the economic committees, were 
not allowed to present their own assessments of the 
country’s economic situation. The government's point of 
view on the results of its activities was reflected in its 
Decree No 869 of 26 July, in which the attainment of 
economic stability is stated. Published below is the speech 
not delivered by Sergey Glazyev, chairman of the State 
Duma’s Committee on Economic Policy, in which his 
analysis of the results of the government's activities is 
presented. The assessments of the results of the first half 
of the year by Sergey Glazyev and the government differ 
noticeably. This difference is undoubtedly of interest to 
the reader, since the two viewpoints are based on the one 
and the same set of official data from the Goskomstat 
[State Committee for Statistics], the State Duma’s Budget 
Control Committee, the government's Economic Condi- 
tions Center, and the government's own materials. 


Esteemed Viktor Stepanovich and Esteemed Partici- 
pants of the Government Meeting: 


Despite the unquestionable importance of lowering the 
rate of inflation to 5-8 percent per month, it is extremely 
risky to judge the signs of a beginning macroeconomic 
stabilization on the basis of this one indicator. It is 
necessary to take into account as well the status of the 
indebtedness of the enterprises and the state and to 
evaluate the status of the state finances and of the 
commodity markets and, of course, the processes occur- 
ring in the material production sphere. The same also 
pertains to the results of the country’s socioeconomic 
development over the first half of the year. Just as it is 
impossible to draw a conclusion with respect to the state 
of health of the entire national economy on the basis of 
individual successes at individual enterprises, so it 1s 
also impossible to do so on the basis of individual 
“good” indicators. 


Let us turn to the main macroeconomic indicators. Of 
course, the assessment of the socioeconomic situation in 
the country depends on the selected criteria and their 
relative importance. If combating inflation is considered 
to be the main goal of the state policy, then there have 
been significant successes—the goal of lowering the 
monthly increase in prices, set for the end of the year, 
had been achieved by June. However, if priority is given 
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to the stabilization of production and the revitalization 
of investments, then there has been a complete failure 
here: The record slump in industrial production and the 
lowering of the VVP [Gross Domestic Product— 
GDP]—27 percent and 17 percent, respectively, greatly 
exceeded the forecast indicators. The same thing applies 
to the financial policy. If the limiting of the budget 
deficit is considered to be its main goal, then the goal has 
almost been attained—it has been kept within the limits 
of 10 percent of the GDP. If, however, the ensuring of 
the uninterrupted funding of state spending with a 
minimal tax burden on the basis of the strict observance 
of tax and budget legislation is considered to be the 
financial policy’s main tasks, then it is difficult to 
acknowledge the state of affairs in the financial sphere as 
being satisfactory. And, finally, it is possible to consider 
the privatization of the majority of state enterprises a 
large success, only by ignoring the goal of the implemen- 
tation of institutional reform: the establishment of effec- 
tive mechanisms for control over the work of the 
enterprises, the state’s receipt of significant revenues 
from the operation and sale of its own property, and the 
enhancement of the Russian enterprises’ competitive- 
ness in the domestic and foreign markets. 


Since the question of the criteria for the economic 
policy’s successfulness is debatable, it is logical to select 
as such the fulfillment of the economic policy tasks 
formulated in the Russian Federation President's Mes- 
sage to the Federal Assembly “On the Strengthening of 
the Russian State (the Basic Directions of Domestic and 
Foreign Policy).”’ Especially since they have received the 
support of the State Duma, which had confirmed with its 
own decree the state’s basic domestic and foreign policy 
directions proposed by the president. Part of these tasks 
was subsequently recorded in the Agreement on Social 
Harmony in Russia as obligations of the government. 


Among the main tasks in the area of economic policy, set 
in the president's message, perhaps the most significant 
ones from the standpoint of the interests of the voters 
and of the parliamentary body that reflects their interests 
were the tasks concerning the intolerability of the exces- 
sively high social cost of reform, the stopping of the 
production slump, the active structural transformations 
based on the elimination of inefficient plants and support 
for growth spots, the stabilization of the standard of li. ing 
for the basic part of the population and the suppression of 
inflation. Of great significance for the State Duma’s 
support of the president’s message were the goals con- 
tained in it: “... to stop the technological rollback of 
Russian industry and not to permit this process to become 
irreversible,” and to establish “the perquisites for the 
stabilization of the economy and for the start of stable 
economic growth.” 


Let us turn to the facts. Despite the officially proclaimed 
goal of the stabilization of the overall amount of produc- 
tion, its drop in the first half of this year accelerated 
sharply and, based on the results for the half year, is 
absolutely a record not only for the reform years, but 
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also, probably, for the entire modern history of the 
developed countries. An especially serious situation 
arose in the science-intensive [high-tech] sectors of 
industry, which form the basis for modern economic 
growth. The decline in production in these sectors in the 
first half of the year exceeded 40-50 percent in compar- 
ison with the corresponding period for last year and, for 
a number of sectors of civil machine building, surpassed 
the 55-percent mark. 


The blow that struck the high-tech industry this year has 
been more severe than the 1992 shock and much more 
destructive. With all obviousness, there appeared a 
strong tendency toward increasing de-industrialization 
of the country and an irreversible destruction of our 
scientific and industrial potential, for which 1994 is 
becoming fatal. The data of the official statistics speak 
eloquently about this. 


With the decline in industrial production, beginning as 
of 1990 a two-fold decline, in a number of sectors, the 
production slump reached 70-80 percent. These are, in 
particular, electronics and electrical-equipment machine 
building, the machine-tool industry, the production of 
communications and flexible automation equipment, 
the production of equipment for light industry and the 
food industry, many types of vehicles for the agro- 
industrial, transport and fuel and energy complexes, and 
the production of organic synthetics. And this is by no 
means just a matter of the conversion of the defense 
industry, as is asserted in the government's official 
materials. In this half year, the slump in the production 
of consumer goods exceeded the decline in the volume of 
all industrial products, amounting to 28 percent, while 
the decline in production in civil machine building was 
higher than the decline in the production of military 
equipment. 


Despite the declared goals, Russian industry's technolog- 
ical rollback has not only not been stopped, but has 
accelerated sharply. Over the first half of this year, a sharp 
decrease (by 6 percent) occurred in the share of machine 
building and metal working in the structure of industrial 
production. Hundreds of promising technologies have 
been lost. For the majority of the sectors of high-tech 
industry, where the production slump has exceeded 70 
percent, the process of technological deterioration has 
become irreversible. 


It is not necessary to explain to anyone familiar with the 
organization of industrial production that prolonged 
operation at a level of 50-80 percent of full capacity and 
the corresponding hidden unemployment, in fact, mean 
the end of an enterprise as a viable organization. It may 
be that this is not always so in a centrally managed 
economy in the instances of the planned stopping of 
production. But, in a market economy, miracles do not 
happen. If an enterprise has dropped the volume of 
production, this means that a competitor has taken its 
place and, if the renewal of production has been stopped 


KF BIS-USR-94-101 
15 September 1994 


and investments dumped—a lagging behind and the loss 
of competitiveness are inevitable and, right after this, the 
downfall of the enterprise. 


This is precisely what is occurring currently with our 
industry and on a scale not conceived of in economic 
history. Perhaps, it is precisely the enormous scope of the 
process of the mass downfall of Russian industrial enter- 
prises that is hampering its adequate assessment. In fact, 
it is difficult to believe and almost impossible to imagine 
that 90 percent of the industrial enterprises are insol- 
vent, that, on average for the industry, the enterprises’ 
disposable funds are less than their indebtedness to 
suppliers by a factor of four, that, over the course of 
three years, almost all the industrial enterprises have 
been experiencing a rapid deterioration of conditions 
and that half the industrial enterprises owe back wages. 
According to the arguments being generally used, in this 
instance, what should occur are an aggravation of social 
tension, a popular uprising, and catastrophe. If there 1s 
no social cataclysm—the lulling conclusion follows that 
everything is not yet that bad 


But the fact is that our high-tech industry, which previ- 
ously worked basically for defense, 1s now dying rela- 
tively quietly and imperceptibly. No one, except the 
leadership of the armed forces and the state, not even the 
‘“defense-industry’ workers themselves, has noticed that 
the production of modern types of military equipment 
has been stopped and the state has lost its defensive 
capacity. And, what is more, no one has noticed the 
missed opportunities for conversion, which was rapidly 
expanded in 1992 and which ran into the most acute 
market crisis of 1994. The consumer, in buying imported 
household equipment or producer goods, does not 
remember that, just a few years ago, he was making use 
of domestic analogs. 


It is not just the data about the repeated reduction in 
production that speak eloquently about the fact that 
domestic high-tech industry 1s dying while many of its 
sectors have already died. Perhaps, even more important 
are the data about the rapid increase in the share of 
imported goods being sold in the Russian consumer 
market. Over the first half the year, this share grew by 10 
percent and now amounts to half, while, just a few years 
ago, it did not exceed one-fifth. Even those domestic 
producers of high-tech equipment, who increased pro- 
duction a year ago, successfully handling conversion, are 
surrendering their positions. 


Thus, after the increase in the production of video 
equipment, sewing machines, and household radio sets 
in 1992 as a result of the conversion of the defense 
industry and the revitalization of the production of 
refrigerators, washing machines, and television sets in 
1993, acatastrophic—by a factor of two to three—slump 
in their production ts occurring in 1994. It 1s possible to 
talk about the almost total exclusion of the domestic 
commodity producers of personal computers and video 
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recorders from the domestic market. Next in line are the 
producers of other types of household electronics and 
electrical equipment. 


The rapid displacement in the domestic market of 
domestic goods by imported ones is typical not just for 
high-tech products. A no less dramatic curtailment of 
production is occurring in light industry and furniture 
production, domestic food and agricultural commodities 
are being excluded from the market. The same thing is 
also typical for the production of producer goods. Even 
enterprises with state participation and the organs of state 
authority are switching more and more to the importing of 
equipment to the detriment of the domestic producers 
and the taxpayers. This applies not just to the importing of 
electronic equipment and video equipment, but also to 
such relatively simple articles as drill pipes and pumps for 
oil production, bulldozers and other types of equipment 
needed in the relatively well-off raw material sectors of the 
economy. 


We are being drawn more and more into the vicious 
circle of exporting raw materials in exchange for equip- 
ment for their production and for consumer goods. This 
is not an equal exchange, which is leading, as a rule, not 
only to the raw material exporters’ dependence on the 
equipment exporters, but also to the impoverishment of 
the former and the enrichment of the latter. The experi- 
ence of the increasing gap in the level of economic and 
humanitarian development between the developed and 
the developing countries speaks for itself. Now, we are 
rapidly acquiring the features of a second-class country 
with a colonial-type economy incapable of independent 
expanded reproduction and forced to exchange unrenew- 
able natural resources as an intellectual royalty payment 
to the developed countries. 


It is hardly necessary to explain in this auditorium that 
modern economic growth is not the exporting of raw 
materials and not “‘an increase in the production of iron 
steel per person in the country,” for all the importance 
and necessity of a developed metallurgical industry. The 
factor of new skills and technological progress provides 
70-90 percent of modern economic growth. In the cur- 
rent postindustrial era, this factor is created in the 
spheres of applied and basic sciences, education, tele- 
communications, electronics, the aerospace industry, 
flexible automation, and in other high-tech sectors of 
industry and the service sphere. That ts, in the sectors 
that have fallen into decay to the greatest degree in our 
economy. The relatively well-off state of affairs in the 
raw materials sectors should not mislead us—even their 
now possible growth will be unable to compensate for the 
long-term consequences of the destruction of scientific 
and technical potential—both in providing for the coun- 
try’s economic growth and granting jobs, as well as in 
supporting the defense capacity. 


The possibilities for economic growth through the devel- 
opment of the raw materials sectors are determined 
entirely by the status of the demand on the part of the 
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domestic and foreign processing industries, which, as a 
rule, has been satiated and may be increased only 
through a lowering of the costs for excluding competitors 
and increasing market share. In any event, the develop- 
ment of countries with a predominant share of raw 
materials sectors depends completely on the economic 
conditions and preferences in the developed countries. 
In the event it evolves in this direction, Russia can 
expect a prolonged chronic depression caused both by 
the complexities of increasing the foreign markets for the 
sale of raw materials (which are guarded, in addition to 
everything else, by protectionist barriers) and by the 
substantially lesser labor intensiveness of the production 
of raw material commodities in comparison with the 
processing industry. 


The objective indicators of the continuing rapid decline 
in the production volume, the progressive deindustrial- 
ization of the economy and the increasing chaos in the 
financial sphere make it possible to state that the coun- 
try’s economy has entered into a state of catastrophic 
destruction of the material production sphere. The pro- 
cess of the collapse of the industrial potential has encom- 
passed a significant part of high-tech industry, defense 
and investment machine building, and light industry and 
is rapidly expanding, spreading to the production of 
consumer goods and the raw materials sectors. The 
number of enterprises shutting down is increasing rap- 
idly, and obvious and hidden unemployment is growing. 
After several months, the processes of deindustrializa- 
tion and the deterioration of industrial production will 
reach a qualitatively new level, after which, the oppor- 
tunities for a structural reorganization of the economy 
will have been lost. The economy will enter a phase of 
prolonged depression with persistently high unemploy- 
ment and dependence on other states, stagflation and an 
increase in social inequality. 


The individual examples of success against the back- 
ground of the catastrophic curtailment of industrial 
production are the exceptions that prove the rule. These 
are, aS a rule, enterprises which have retained their 
export niches or enterprises that are working in close 
cooperation with a foreign partner, facilitating his pen- 
etration into the Russian market. In other words, the 
ones who can stand their ground tn the present situation 
of increasing chaos are those who have managed to enter 
the world market, thereby having compensated them- 
selves for the confusion of the domestic market. They are 
very few in number, and, in the high-tech sectors formed 
for the needs of the “defense industry,” they are single 
digits. The facts speak for themselves about this: A 
curtailment of production in the first half of the year has 
been recorded for 96 percent of the most important types 
of industrial products, and, at the same time, for more 
than half of them, the level of the slump exceeded 30 
percent. And, in the sectors that form the country’s 
scientific and industrial potential—machine building 
and metal working, the chemical and petrochemical 
industries, the production of building materials and 
structures, and the production of durable consumer 
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goods—the share of the most important types of prod- 
ucts, for which a decline in the production volume in the 
first half of the year has been recorded, amounts to 100 
percent, and, for 70-90 percent of them, the production 
slump exceeded 25 percent! 


Even in the sentiments of the managers of industrial 
enterprises, signs of a revitauzation of the economy are 
not noticeable. According to the latest surveys of the 
“Economic Barometer,” for the next three months, 90 
percent of the enterprise managers do not expect an 
improvement in their enterprises’ situation and, for the 
next half year, the figure is 87 percent. 


Is it possible, in this situation, to assert seriously that 
positive structural changes have begun and “growth 
spots’ have appeared? The above-cited indicators, 
together with the data on the sharp decline in the 
profitability of industrial production, the further drop in 
investment activity, and the reduction of depreciation 
allowances unambiguously testify to the fact that the first 
half of the year was a period of a catastrophic slump in 
and destruction of industrial production, which will 
continue in the second half of the year, a period of 
transition into the most severe depression with stabili- 
zation at the zero level of the production of technically 
complicated and high-tech goods. 


Attempts are being made to convince us that, with the 
suppression of inflation, everything will revive and 
industrial growth will resume. This is daydreaming. The 
philosophy of vulgar liberalism, which asserts the auto- 
matic development of the mechanisms of market self- 
organization and growth to the extent of the state's 
withdrawal from the “economic arena,” turned out to be 
very convenient for the justification of inactivity and 
irresponsibility. The economic recession and the deteri- 
oration of industry have picked up a very high degree of 
inertia and, without the stimulating role of state demand 
and state support for investment and innovation activi- 
ties, Our economy cannot pull out of the “dive.” The 
hopes for an automatically revitalizing impact from the 
mechanisms for market self-organization will not be 
realized, and an economic policy based on them is 
doomed to failure. 


Even in states with a relatively stable macroeconomic 
situation (such as, for example, the United States, Japan, 
Germany, or any other industrially developed country), 
the government engages in support for scientific research 
and developments and in the stimulation of demand 
through state purchases, and in the development of the 
infrastructure and in the encouragement of investments. 
And it does so to a great extent and persistently, funding 
up to half the expenditures for scientific research and 
development, purchasing the newest equipment, devel- 
oping the transport and communications systems, and 
even rescuing, when need be, large enterprises that 
possess a high scientific and industrial potential. 


Only our state considered itself free of the obligations to 
society for the effective development of the economy, 
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scientific and technica! progress, and the preservation 
and multiplication of scientific and industrial potential. 
Even the individual successes in the attainment of the 
macroeconomic indicators have been achieved by means 
quite unusual in a market economy, by forgetting one’s 
own obligations. Do organizations that have obtained 
large profits by not paying their suppliers deserve praise? 
In our country, this has been recognized as a remarkable 
achievement of the economic policy. 


It is no secret to anyone that the lowering of the inflation 
rate, which has occurred, to 5-8 percent per month, 
reflects more the intensification of the production slump 
and the changes in the structure of the aggregate demand 
and the deepening of the nonpayments crisis, first and 
foremost, on the part of the state, than an increase in the 
effectiveness of the monetarist methods of regulation. In 
the first half of the year, the government funded in all 
25.5 percent of the expenditures from the annual budget, 
or two-thirds of the planned amount. At the same time, 
for the expenditures for state support of the national 
economy, the underfunding amounted to R5.3 trillion or 
41.7 percent against the plan, and, for the expenditures 
for science, it was 32.5 percent. The indebtedness to the 
machine-building enterprises just for the filled defense 
orders already amounts to R1.5 trillion, while that for 
the implemented capital investments 1s RO.5 trillion. If it 
is taken into account that, for each ruble of overdue 
budget indebtedness, there is an increase in nonpay- 
ments between enterprises of R2-3, 1t becomes obvious 
who 1s the main producer of the nonpayments crisis. 
And, certainly, it 1s not surprising thai the direct indica- 
tions of the president’s message about the intolerability 
of the inaction of the goverment and the Central Bank 
with respect to the problem of the enterprises’ mutual 
indebtedness and the need to place into effect the scheme 
developed for the repayment of the state’s debts to the 
commodity producers had almost been predicted. Just 
like the reproach made in the message: “But, if the 
government demands the observance of financial disci- 
pline from others, then it needs to begin with itself. 
Assumed obligations must be fulfilled. And, henceforth, 
more responsibility must be displayed.” 


But it did not fulfill them, and it did not bear the 
responsibility. As always, the population is paying for 
the authorities’ inability to ensure order. Not receiving 
30 percent of the planned level of revenues, the govern- 
ment automatically shifts these nonpayments to its own 
suppliers or consumers through a corresponding reduc- 
tion of budget expenditures. This entails an increase in 
the enterprises’ indebtedness (the share of the overdue 
indebtedness of the buyers of industrial and building 
products in the GDP increased just over the first four 
months of the year from 50 percent to 67 percent) and, 
consequently, the nonpayment of wages, the indebted- 
ness for which has already exceeded the monthly volume 
for consumption, which have increased in comparison 
with last year by a factor of 29. Of course, given such 
wage discipline, the rate of increase in retail prices 
slowed down. 
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And this is called a successful stabilization policy! How 
can one not recall here the tradition of padding the 
production volumes in former times or the increase in 
exaggerated formal indicators at the cost of actual damage 
to the national economy! 


The sharp reduction (by more than 40 percent) in the 
share of federal budget revenues in the GDP with a 
simultaneous increase in the tax burden testifies to the 
profound and rapidly progressing derangement of state 
finances. In fact, it is possible to talk about the financial 
bankruptcy of the Federal Government. 


But then, the practice of granting individual breaks to 
crude commercial structures operating mainly in gas and 
oil extraction and trade has become more widespread. 
Over the last nine months, individual breaks have been 
granted in the amount of not less than R6.5 trillion 
calculated for the year, and, at the same time, the 
government has not given any grounds for a single one of 
the decisions in response to the inquiries of the State 
Duma’s committee. 


Amidst this chaotic pilfering of state finances, the pres- 
idential edict directing the government to abolish all 
breaks on taxes and foreign economic activities went 
almost unnoticed. It is not surprising that, with the 
abundance of imported spirits in our cities and villages, 
the official statistics indicate an insignificant figure for 
its share in the consumption of liquor and vodka prod- 
ucts—2 percent. At the same time, the difference 
between the data on the sale and the apparent consump- 
tion of liquor and vodka products amounted in 1993 to 
36.5 decaliters, from which the budget received not less 
than R2 trillion. These figures, just like the analysis of 
the prices for liquor and vodka products in the domestic 
and world markets, testify to the fact that almost all the 
importing of these products is being carried out by 
smuggling. The budget’s outright losses from this just in 
the first half of 1994 exceeded, according to rough 
estimates, R3 trillion. It is necessary to add to this the 
losses from the reduction in the production of domestic 
vodka almost by a factor of two over the first half of this 
year. A similar situation is also arising for other com- 
modities subject to the excise taxes: cigarettes, wine and 
motor vehicles. It is not surprising that, over the first five 
months, only 24 percent of the planned amount of excise 
taxes was collected—our wine and vodka plants, which 
pay a large part of the price of their products to the 
budget, are hardly able to compete against the contra- 
band spirits, which, in fact, have been exempted by the 
state from any kinds of taxes. Perhaps the government, 
despite the 30-percent underfunding of expenditures and 
the indebtedness that has arisen in connection with this, 
does not need the revenues, otherwise, how would it be 
possible to tolerate the overt mass smuggling of com- 
modities subject to the excise taxes? 


What also testifies to this, incidentally, is the program, 
adopted in violation of the law, for privatization after | 
July, as before, put together without due regard for the 
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revenues and economic effectiveness of this process and, 
as IN previous years, geared toward political goals to the 
detriment of the country’s economic well-being and 
treasury revenues. The latest estimates of the possible 
revenues from the privatization of state property, made 
by the State Duma’s Budget Control Committee, exceed 
severalfold the indicators of the state program. But the 
government 1s stubbornly rejecting obvious opportunt- 
ties for increasing budget revenues from the privatiza- 
tion of state property. In my opinion, this position 
differs in no way from the stimulation of the embezzle- 
ment of state property. Indeed, according to the philos- 
ophy of vulgar liberalism, the only important thing is the 
budget deficit indicator that can always be kept within the 
limits of cherished 10 percent, correspondingly reducing 
expenditures. Although, grass will not grow there. Or 
more precisely—industrial production. 


In fact, the economic policy being pursued clearly cannot 
benefit the domestic commodity producer oppressed by 
taxes that are increasing despite the direct instructions of 
that same presidential message, while his foreign com- 
petitor is smuggling his own goods in, selling them 
untaxed, receiving credits for the commodity turnover 
from Russian banks and new trade firms and, in the 
instance of ‘oreign credits, under guarantee from the 
Russian Government, making use of the favorable atti- 
tude of the not very exacting authorities who are giving 
out the best trade spots for a small consideration and 
placing orders in favor of the foreigners at the expense of 
the taxpayers. Truly, in the state’s actual economic 
policy, the domestic commodity producer has found 
himself to be a stranger among his own people—the 
needs of his foreign competitors have been given obvious 
priority. Just the last few edicts of the executive 
authority, which have granted foreign investors tax 
breaks, a moratorium on a worsening of the conditions 
for activities and exemption from customs payments, 
say it all. Perhaps, the encouragement of the smuggling 
of foreign commodities, which, given our tax system, 1s 
creating privileged conditions for foreign commodity 
producers, 1s also a component of this policy. 


Under these conditions, 1s it any wonder that, despite the 
formidable edicts on currency control, the exporting of 
capital of up to a billion dollars per month, in which 
even the population has actively participated, having 
increased the share of expenditures for the acquisition of 
foreign currency to 11.6 percent of their monetary 
incomes in comparison with the 3.5 percent for the 
corresponding period of last year, 1s continuing? Given 
the economic policy actually being pursued, tt 1s more 
profitable to save, to produce, and even to purchase 
abroad than to do so 1n our own country. Perhaps, these 
are precisely the signs of the supposedly designated 
economic stabilization? 


Let us look carefully also at the second indicator of the 
economic policy's success—the growth of the population's 
real incomes. Really, how can there be an increase in 
incomes while there is a sharp slump in production? 
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Just like all the rest of the miracles of our economic 
policy, this paradox is explained quite simply. It 1s 
necessary to answer two questions: Whose incomes spe- 
cifically and what types of incomes increase and due to 
what does this increase occur? 


Over the first half of the year, the wage fund decreased in 
real terms by 17 percent while its share in the popula- 
tion’s monetary incomes did so by 16 percent. Thus, the 
increase in the population’s monetary incomes is occur- 
ring exclusively through an increase in the incomes from 
entrepreneurial activities, the share of which over the 
first half of the year doubled. This means that the 
increase in the incomes 1s occurring in the richest social 
groups. In fact, according to the official data, over the 
first half of the year, the real monetary incomes of 20 
percent of the most well-off part of the population grew 
by 30 percent, while the real monetary incomes of the 
poorest layers of the population decreased by 15 percent. 


Thus, despite the arguments of the president’s message 
about the social cost of the reforms, the main and 
growing burden of hardships 1s falling on the large layer 
of the poorest part of the population, while the richest 
layer is continuing to increase its share in the distribu- 
tion of incomes and property. The wage fund’s share is 
decreasing, and the rapid increase in incomes from 
entrepreneurial activities is continuing. Considering 
that, at the same time, a rapid absolute curtailment of 
material production 1s occurring, it may be stated that it 
is mainly the speculators, middlemen, and racketeers 
who are getting rich, while the people employed 1n the 
production sphere are becoming impoverished. We are 
rapidly moving toward a class-antagonistic society, in 
which the main part of the wealth is concentrated in the 
hands of the money-lenders and the investors, while the 
production workers fall into poverty, their families and 
children become demoralized, and they swell the rapidly 
growing ranks of the dispossessed part of the population. 


An indicator of this is the steady rate of increase in 
unemployment, which, by the middle of the year, had 
reached the figure, previously considered to be ‘‘forbid- 
den,” of 4.5 million persons or 6 percent of the work 
force. On the basis of the scope of the hidden unemploy- 
ment of 9 million persons and the dynamics of industnal 
production, it may be predicted with certainty that there 
will be a further rapid increase in the number of unem- 
ployed persons, especially among women and young 
people. The same may be said about a rapid increase 1n 
poverty and illness among the population, which 
amounted in the first half of the year to a factor of two to 
three in comparison with the corresponding period of 
last year for such socially transmitted diseases as diph- 
theria, whooping cough, and syphilis. 


It is not hard to see that the increase in the population’s 
incomes is being accompanied by a sharp decrease in 
investments. In contrast to the former Gosplan [State 
Planning Committee], present-day entrepreneurs prefer 
to spend received incomes, first and foremost, on per- 
sonal consumption. And not just profit, but also the 
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depreciation (the share of which in the structure of the 
GDP has decreased by a factor of 2.5 in comparison with 
1992), in essence, eating up the former state property 
acquired in one way or another. 


In comparison with the corresponding period of last 
year, the volume of capital investments decreased in the 
first half of 1994 by 27 percent, while, in the production 
sphere, it did so by 37 percent; and this is the second 
powerful wave of decline in investment activity since 
1992, when the investment volume decreased by a factor 
of two. The drop in investment activity is typical for all 
sources of state investments (the state investment pro- 
gram has been sharply curtailed in 1994 in comparison 
with 1993; at the same time, a significant part of the 
assets has been directed toward non-production-related 
construction), of long-term bank credits (the share of 
which in credit investments is hovering around the 
3.5-percent level) and of the assets of enterprises (the 
share of assets being spent by them for the development 
of production is decreasing steadily, having reached 28 
percent in comparison with 31 percent in 1993). 


Despite the continuing slump in investment activity, 
state investments, as before, are not the subject of any 
kind of uneasiness on the part of the government. This is 
distinctly evident based on the results of the perfor- 
mance of the state investment program in 1993. It had 
been realized by only 30 percent, while the uncompleted 
projects basically went into the 1994 investment pro- 
gram, which has, in fact, also already been wrecked. The 
volume of capital construction has been fulfilled by a 
third of the annual goal, and a large part of the projects 
not finished in 1993 has still not been completed. 


The lack of coordinated distribution of funding for 
federal special-purpose programs, which was uncovered 
in the course of the examination of the draft of the 
federal budget, 1s introducing uncertainty into the imple- 
mentation of state investments and 1s foreordaining a 
high likelihood that the federal investment programs in 
1994 will fail. This 1s intensifying even more the overall 
slump in investment activity in the economy, which ts 
being accompanied by the washing out of production 
capital in the sphere of consumption and speculative 
transactions. Almost nothing has been done to stimulate 
private production investments and to overcome the 
deepening disparity between the material production 
sphere and banking capital, which 1s being concentrated 
basically in the sphere of the financing of speculative 
transactions. The policy that has been pursued of spon- 
taneous credit emission and the arbitrary distribution of 
preferential credits has only aggravated the concentra- 
tion of capital in the sphere of circulation, provoking the 
inflationary devaluation of production capital. 


The mechanism that has arisen for transferring produc- 
tion capital into currency savings and speculative trans- 
actions 1s seriously hampering the implementation of the 
structural reorganization of the economy and the stabi- 
lization of production and is inherently a perceptible 
threat to the country’s future economic development. 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owners. 

















FBIS-USR-94-101 
15 September 1994 


The presence of a large number of basic differences between 
the goals and directions officially declared in the president's 
message and the economic policy actually being imple- 
mented makes it possible to draw a conclusion about the 
actual nonfulfillment of the basic directions of the economic 
policy, which were announced in the President's Message to 
the Federal Assembly. To a significant extent, this also 
pertains to the realization of obligations based on the Agree- 
ment on Social Harmony. In particular, according to this 
agreement, the government has committed itself in the area 
of economic policy “... to achieve an increase in investment 
activity and to create the prerequisites for an economic 
upswing; to develop a concept of taxation that stimulates 
the development of production; to promote the structural 
reorganization of the economy, having in mind the over- 
coming of structural deformations and the adjustment to 
effective demand with a minimum of losses and costs...; to 
adopt measures for the elimination of the budget indebted- 
ness with respect to the payment of wages; to pursue an 
active social policy aimed at stabilizing and subsequently 
raising the standard of living, the adaptation of the able- 
bodied part of the population to the new conditions, the 
direct protection of its most vulnerable layers from the 
negative manifestations of the transition processes 
These obligations have not been fulfilled, just as the round- 
tables and the conciliation commission have not started 
working. Not even two months have passed and they have 
forgotten about the agreement—those who undertook to 
fulfill it, those who agreed to sign it, and those who 
promised to guarantee its fulfillment. 


According to the available predictions, the industrial produc- 
tion slump, based on the results for the year, may amount to 
25 percent (the absolute maximum for the last five years and 
all the years of the peaceful development of Russia and the 
USSR), while, in machine building and metal working, it will 
amount to 50 percent; and it will exceed the 30-percent mark 
in the wood chemical complex, light industry, and the pro- 
duction of building materials. The reduction will affect the 
production of almost all types of industrial products. The 
production of many types of automated equipment and 
electronic and electrotechnical machine building will stop, 
and the production of many types of household electrical 
equipment and agricultural and transport machine building 
will decrease many times over. 


Accordingly, there will occur a further aggravation of the 
above-described problems, while the key directions of 
the officially proclaimed economic policy will remain 
unrealized. By year’s end, the Russian economy will 
acquire a qualitatively new structure distinguished from 
the previous one by the sharp increase in the share of the 
raw materials sectors and the disappearance of the 
majority of the sectors of high-tech machine building. 
The new economic structure, typical for developing 
countries, will also predetermine the corresponding con- 
ditions of economic growth—we will be doomed to a 
prolonged chronic depression with high structural unem- 
ployment, deterioration of society’s scientific, technical, 
intellectual, and moral potential and strong economic 
dependence on other countries. 
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If the content of the economic policy that has been 
pursued over the course of the first half of the year is 
summed up briefly, then it may be concluded that it 
stimulated the growth of non-production-related con- 
sumption through a reduction in investment activity and 
the expansion of importing, having become the most 
important link of the rapidly climbing turnover of the 
mechanism for the contracted reproduction. The unprec- 
edentedly high pace of the process of the lowering of 
industrial production’s profitability (by more than a 
factor of two over the first half of the year) and the actual 
insolvency of an overwhelming part of the industrial 
enterprises plus the rapid increase in the share of the 
population’s monetary incomes in the GDP (by 12 
percent) due to the curtailment of investment activity 
and the ousting of domestic goods from the domestic 
market by imported ones unambiguously indicate the 
main direction of the economic policy being pursued— 
the country’s deindustrialization. It is possible to speak a 
lot of beautiful words about Great Russia, about the 
need to strengthen the state and about the stimulation of 
production, but the policy actually being pursued, 
despite the official rhetoric, is objectively stimulating the 
destruction of the scientific and industrial potential, the 
deterioration of domestic industry, and the sharp cur- 
tailment of material production. 


At the same time, despite the rapidly growing tendency 
toward deindustrialization and the destruction of the 
country’s scientific and industrial complex, still being 
maintained are specific opportunities to correct the 
situation, to maintain the competitive industries, and to 
provide the prerequisites for an economic upswing. The 
State Duma’s Committee on Economic Policy, on the 
basis of a series of parliamentary hearings, drafted 
recommendations on the economic, structural, scientific 
and technical, and foreign economic policies, which have 
been sent at various times to the organs of executive 
authority. We have prepared comprehensive recommen- 
dation on the pursuit of the economic policy under the 
conditions that have arisen, which have been summa- 
rized in the special report, ‘““The Basic Directions of the 
State’s Economic Policy.” The legislative base of the 
economic policy is being improved rapidly—dozens of 
basic legislative acts have been prepared and already 
partly adopted. Conciliation procedures have been 
established, which make it possible to unite the forces 
really interested in the normalization of the economic 
situation and to coordinate the actions of the legislative 
and executive authorities. There is still, perhaps, a last 
chance to keep Russia among the highly developed states, 
to save our scientific and industrial potential from destruc- 
tion, to overcome the tendency toward deindustrialization 
and deterioration, and to enter the trajectory of economic 
growth. 


In order to do this, however, it is necessary to focus 
political will on the actual realization of at least the basic 
economic policy directions expressed in the president's 
message and the government's obligations based on the 
Agreement on Social Harmony. After this, it would be 
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possible to advance even farther, consistently realizing as 
well the long-overaue measures proposed, in particular, by 
the State Duma’s Committee on Economic Policy. 


For now, unfortunately, on the basis of the results of the 
first half of the year, such political will is not being 
observed. The same applies to the courage to admit 
mistakes, the ability to assess the situation sensibly, and 
the degree of the threats to the country’s economic well- 
being. Neither among the ruling circles nor among the 
opposition. 


Social Protection for Workers of Bankrupted 
Enterprises Viewed 


94411714 Moscow EKONOMIKA 1 ZHIZN in Russian 
No 34, Aug 94 p 20 


[Article by A. Razumov, deputy director of the Russian 
Federation Ministry of Labor's All-Russia Standard of 
Living Center and candidate of economic sciences 
“Social Protection for Workers During the Bankruptcy 
of Enterprises’’] 


[Text] The insolvency (bankruptcy) of enterprises, as 
follows from the Russian Federation [RF] Law on the 
Insolvency (Bankruptcy) of Enterprises, adopted back on 
19 November 1992, is the inability to satisfy the demands 
of creditors for payment for goods (work or services), 
including the inability to make obligatory payments to the 
budget and extra-budgetary funds, in connection with an 
increase in the debtor's liabilities above his property or 
the debtor's unsatisfactory structural balance. An external 
sign of an enterprise's insolvency is its stopping of current 
payments, if the enterprise does not ensure or is know- 
ingly incapable of ensuring the fulfillment of the demands 
of creditors over the course of three months from the date 
of the arrival of the deadlines for their execution, 


The law went into effect (as of 7 March 1993), but all this 
time it has been, as it were, “sitting on the shelf,” biding 
its time. Its time arrived at the end of spring-beginning of 
summer 1994, when a whole package of decisions was 
adopted, which “launched” the bankruptcy mechanism. 
These are, first and foremost, RF Government Decree No. 
498 of 20 May 1994 “On Certain Measures for the 
Implementation of the Legislation on the Insolvency 
(Bankruptcy) of Enterprises,” RF Presidential Edict No. 
1003 of 23 May 1994 “On the Reform of State Enter- 
prises,” and Edict No. 1114 of 2 June 1994 “On the Sale 
of Debtor State Enterprises.” 


Naturally, the questions arise: What will be the social 
consequences of bankruptcies? How can they be eased? 
How will this affect the situation in the labor market and 
the standard of living of the workers and the members of 
their families? Who will provide social protection for the 
workers in the event of an enterprise’s bankruptcy and 
how will it be provided? 


At the request of the VASH PARTNER editorial staff, A 
Razumov, deputy director of the RF Ministry of Labor's 
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All-Russia Standard of Living Center and candidate of 
economic sciences, responds to these questions 


In the cited package of legislative acts, the measures for 
easing the social consequences of bankruptcy come down 
to the following: 


—during the distribution of the remaining capital which 
comprises the debtor's property (assets), the outlays 
associated with the payment of the workers’ wages are 
only fourth in order of priority—after the outlays 
associated with the remaining production, the contin- 
uation of the debtor enterprise's functioning, and the 
satisfaction of the demands of the citizens to whom 
the debtor 1s accountable for doing harm to their lives 
or health, 


—during the implementation of state financing of insol- 
vent enterprises on a subsidized or repayment basis 
from the budgets of the various levels or from sectoral 
or intersectoral extra-budgetary funds, this financing 
is also directed toward those reorganization and liqui- 
dation measures that are associated with prevention of 
the negative social consequences of bankruptcies; 


—during the adoption of decisions on the voluntary 
liquidation of debtor enterprises and on the sale of the 
property (assets) of debtor state enterprises, the liqui- 
dation plan (during a sale) should indicate measures 
for the prevention, including financing, of the liquida- 
tion's negative social consequences, in particular, on 
workers’ social insurance: 


—during the sale of debtor state enterprises under bank- 
ruptcy conditions, also included may be maintaining 
the number of jobs on the basis of the local adminis- 
tration’s petition and only in the instance when the 
debtor enterprise forms a town: 


—during the establishment of a public enterprise on the 
basis of a liquidated federal state enterprise, reducing 
the number of jobs in comparison with the number of 
workers at the time of the adoption of the decision on 
liquidation 1s prohibited. 


Some of these items are too general in nature and need to 
be defined more specifically and developed further. The 
situation in the labor market continues to remain 
complicated. 


Mass firings and bankruptcies of enterprises under the 
conditions of the continuing economic crisis May cause 
unpredictable social, economic, and even political con- 
sequences. Therefore, a special mechanism for a fore- 
stalling reaction to such a turn of events should be 
established. The government organs responsible for 
policy in the area of employment are working intensively 
in this direction. Both the RF Ministry of Labor and the 
Russian Federal Employment Service are not simply 
keeping track of the situation and trying as best they can 
to predict it, but are also developing specific mecha- 
nisms for the social protection of employed workers in 
the instance of the insolvency of enterprises. The 
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recently established Federal Insolvency (Bankruptcy) 
Aftairs Administration of the RF Goskomimushchestvo 
[State Committee for State Property Management] 1s 
also taking up these same matters 


Within the framework of the broader set of measures for 
the social support of and the providing of social guaran- 
tees to the population, our center is carrying out a 
scientific study of the questions of maintaining the 
incomes of employed workers, laid-off workers, and 
unemployed workers for any possible variation of the 
development of the economic transformations—the 
adaptation of enterprises to market conditions, mass 
layoffs, streamlining of enterprises, and bankruptcies. 


Just what kinds of measures can be used for the social 
protection of employed workers in the instance of an 
enterprise's insolvency? What ts the experience here of 
the industrially developed countries? 


Due to established historical and economic circum- 
stances (poor interregional mobility of the economically 
active population, the presence of the permit institution, 
and the almost complete lack of a housing market), as 
well as the national features of the population (the settled 
way of life and the psychological unpreparedness for a 
change in residence, which 1s typical for the majority of 
the country’s population), the labor market in Russia 1s 
of a basically regional nature. Consequently, the prob- 
lems of employment and providing social protection for 
workers 1n the instance of the insolvency of their enter- 
prises are basically regional-level problems. 


In order to carry Out measures for the reorganization of 
insolvent (bankrupt) enterprises (external management 
of property and streamlining) and measures for the 
liquidation of insolvent enterprises (compulsory and 
voluntary liquidation), unique mechanisms should be 
developed for the retention of jobs and the creation of 
new jobs, as well as mechanisms for maintaining incomes 
for all types of wage workers—employed, laid-off, and 
unemployed. A specia! piace here 1s occupied by mea- 
sures for social support of marginally competitive and 
socially vulnerable classes of the population, both the 
employed and those in the labor market—disabled per- 
sons, workers of: pension and near-pension age, women, 
mothers with many children, single mothers, and those 
seeking work for the first time. For example, according 
to Russian Federal Employment Service data, the most 
complicated situation involves finding jobs for unem- 
ployed women and young people. Thus, the percentage 
of women among the unemployed comes to around 70 
percent, while the figure is 37 percent for young people. 


In order to ease the social consequences of the insolvency 
of enterprises, first and foremost it 1s necessary to have 
comprehensive information on the labor market, which 
contains reports on vacant positions, skill requirements, 
wages, and working conditions, with analysis of the 
information, its periodic updating, and rapid circulation 
of the information in the mass media. 
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An important measure 1s the organization of profes: ional 
education, training, and retraining of personnel and pro- 
fessional counselling for both laid-off workers and also 
unemployed workers and first-time job-seekers. Here it 
is necessary to take into account the prospective demand 
for personnel, which ts arising in connection with the 
structural reorganization (these are first of all, construc- 
tion workers, accountants, and expert secretaries), the 
need to provide for part of the population independent 
employment (apartment remodeling experts, household 
equipment repairmen, masseurs, and tailors), the needs 
of the economy’s rapidly growing private sector, the 
sphere of entrepreneurship, and family businesses 


The decision on the matter of opening a personal busi- 
ness 1s associated both with the shortage of financial and 
material resources and with difficulties of an organiza- 
tional nature. Needed for this are the allocation of 
preferential credits, favorable taxation, and simplifica- 
tion of the very procedure for the registration of a 
personal enterprise. This will make it possible, to a great 
extent, to solve the problem of basic and additional 
employment and thereby to increase incomes and raise 
the standard of living. The creation of special conditions 
for the employment of individual classes of the econom- 
ically active population is necessary. In particular, for 
women, these are part-time work and the opportunity to 
work at home. 


The policy with respect to workers of pension and near- 
pension age may have a specific influence on the easing 
of tension in the labor market. For enterprises subject to 
reorganization, even now it 1s possible to propose such a 
measure as the right of early retirement on a pension for 
workers of near-pension age—either right away with 
payment of a full pension or with a specified decrease in 
the amount of the pension, with payment of the pension 
in the full amount on attainment of pension age. A 
possible alternative 1s the payment of a social subsidy 
upon retirement on an early pension. On the whole for 
Russia in 1993 more than 100,000 unemployed workers 
were placed on an early pension by the organs of the state 
employment service (with the corresponding funding of 
these expenditures). 


These measures will help not only to lower the unem- 
ployment level but also to create job-placement oppor- 
tunities for young people. However, here it 1s necessary 
to proceed quite carefully, since encouraging the hiring 
of young people without new jobs being created may be 
accompanied by an increase in unemployment among 
workers younger than near-pension age, 1.e., a redistri- 
bution of unemployment 


Of important significance 1s the encouragement of the 
mobility of the economically active population across 
territories, as well as between enterprises and professions. 
Of specific help in the organization of geographical 
mobility may be payments of state-subsidized relocation 
benefits, the providing of the addresses and telephone 
numbers of entrepreneurs and employment services in 
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other populated areas and even the payment of the cost 
of travel to these areas for work interviews. However, 
more efficient for Russia’s conditions is the policy of 
“bringing” the jobs to the people and not the people to 
the jobs. 


In many countries there 1s an obligatory system for the 
payment of monetary compensation upon the termina- 
tion of labor relations, in accordance with which a 
worker who leaves on a pension or 1s fired has the right 
to obtain compensation in the amount of a monthly wage 
for each year worked. However, he loses the right to such 
compensation if he transfers to another firm. 


Effective measures for the social protection of workers 
under the conditions of a structural reorganization are 
secondary employment—the creation of conditions for 
those wishing to work during time they are not working 
at their primary jobs or not studying, as well as the 
matching of operations—the development of new organi- 
zational and production structures based on the use of 
ones operating in already functioning structures. 


Also deserving of attention is such a measure as a 
decrease in an enterprise's wage fund without a compul- 
sory reduction in the number of workers. The opportu- 
nities for public work must also not be disregarded. The 
main thing here is their clear-cut organization (including 
the question of wages also), as well as the correct selec- 
tion of spheres of activity: construction work, municipal 
civic improvements, and seasonal agricultural workers. 


During the conducting of structural reorganization and 
the simultaneous easing of its social consequences, of 
special importance are measures for the subsidization of 
employment. There are direct subsidies payable to firms 
that hire special-purpose groups of workers and indirect 
subsidies which, as a rule, are in the form of favorable 
taxation (for example, exemption from taxes of pay- 
ments for social security). 


As foreign experience shows, a policy of special financing 
of enterprises 1s used only in the instance of “economic 
necessity,” if the level of unemployment in a regional 
labor market begins to exceed 10-15 percent. The criteria 
for the selection of such enterprises are threat of closure 
or actual declaration of a mass reduction (layoff or 
firing) of employed workers. And, although the subsidi- 
zation of wages is an additional burden on the budget, 
this measure 1s used as a rule for employed persons at 
critical enterprises for the purpose of delaying the 
needed structural reorganization. The phenomenon has 
been called ‘being unemployed at one’s own enterprise.” 


In our opinion, subsidization as a support measure may 
also be used for those financially troubled enterprises 
that still have a “chance” of adapting to the new eco- 
nomic management conditions. It 1s necessary to use 
“limited” subsidization, the basic principles of which. as 
the experience of the industrially developed countries 
shows, are: |) the fixing of time frames for the granting of 
subsidies (for a limited period of time); 2) the fixing of 
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the amounts of the subsidies (the absence of an interre- 
lationship with the financial indicators of the enter- 
prises’ activities, for example, with the wage fund): 3) the 
dependence of the granting of subsidies on the providing 
of employment (enterprises maintaining that leve! of 
employment for which they are receiving the subsidies 
and the correlation of subsidy payments with the 
number of ‘“declared”” employed workers; and 4) the 
granting of subsidies in the form of budget grants and not 
direct credits. 


The setting of quotas for jobs (establishment of a min- 
imum number of jobs at an enterprise for the hiring of 
persons especially in need of social protection and expe- 
riencing difficulties in looking for work) is also possible 
in the package of measures for the social protection of 
employed workers. Employers, in accordance with an 
established quota, are obligated to create or to allocate 
the necessary number of jobs for the employment of 
indicated classes of the population. This measure is used 
basically for hiring persons with a limited capacity for 
work (disabled persons). For example, for this class of 
employed workers the quota has been set at the level of 
5 percent of the average listed number of workers (taking 
previously hired disabled persons into account). 


Quotas may also be established for other poorly socially 
protected layers of the economically active population— 
parents of single children and with several children 
women with young children and school children. How- 
ever, setting job quotas for persons with a low level o! 
competitiveness and those who occupy the last places (in 
order of preferences) in the labor market may lead to a 
lowering of enterprises’ level of survivability. 


An important problem is the grounds for the criteria for 
and the level of grants and compensation payments to 
workers when their enterprises are insolvent. Cirants to 
the different classes of employed workers. laid-off 
workers, and unemployed workers should be tied not to 
a minimum wage level, as is the case at the present time. 
but rather to the amount of the average wage of the 
specific person, and in the long run—to the regional 
poverty level. This pertains first and foremost to compen- 
sation payments from the State Employment Fund to 
workers of enterprises, institutions, and organizations, to 
those forced to work a partial work day or a partial work 
week, and to those on compulsory unpaid leaves 


A similar approach needs to be used for the establish- 
ment of the amounts of grants for unemployment (paid 
out based on the policy of the Russian Federal Employ 

ment [Service]) and payments for a period of pregnancy 
leave and maternity leave to unemployed women fired in 
connection with the reorganization and liquidation of 
enterprises (paid out based on the policy of the RI 
Ministry of Social Security). The budget for a subsistence 
minimum (the regional poverty level) should be. in fact, 
the core of the entire system for providing social guar- 
antees and social protection for both the population able 
to work and the population unable to work. We would 
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especially emphasize that the amounts of all payments 
and grants (with the exception of those granted based on 
the policy of the RF Ministry of Social Security) should 
be such that they would provide an incentive for citizens 
to look for new work. 


Market Economy Brings Changes in Compiling 
Statistics 


944£1170A Moscow EKONOMIKA I ZHIZN in Russian 
No 35, Aug 94 p 1 


[Article by Yu. Yurkov, Chairman of the State Com- 
mittee for Statistics of Russia: ““The Statistical Mirror of 
the Market’’} 


[Text] Yu. Yurkov, Chairman of the State Committee for 
Statistics of Russia answers the newspaper readers’ ques- 
tions about how Russian statistics are changing in the 
transition to a market economy. 


What is the basic difference between statistics in a 
market and a non-market economy? First of all, tradi- 
tional all-encompassing reporting (sploshnaya otchet- 
nost) is not applicable in a market economy; one-time 
censuses are the best case. As a rule a register (roll) of 
Statistical units, in which the number of market agents is 
recorded, is the only instrument of all-emcompassing 
accounting. As far as economic indicators are concerned, 
the majority of them are gathered on a sampling basis. 
We are accustomed to having every enterprise systemat- 
ically submit reports to the statistical organs, moreover 
voluminous and detailed ones. After this the statistical 
organs summarize the initial data and obtain a certain 
result. I\’s hard to call this statistics—it’s recording and 
we now have to get away from it. 


Secondly, all-encompassing reporting suggests a control 
function a priori—even the statistical data card is called 
a “report,” i.e., an enterprise has to submit a report on 
any problem which interests the state. In a market 
economy, where the commodity producer is free, every 
request to an enterprise is, | would say, delicate in 
nature. Under these conditions western statistical ser- 
vices profess the principle of asking for as little informa- 
tion as possible directly from enterprises, of not 
duplicating other organs, and of seeking alternative 
sources of information. They make maximum use of the 
information potentialities of that extremely limited ini- 
tial data for developing the aggregate macroeconomic 
information which the society needs. Why? Well, 
because microeconomic information, information about 
a specific firm and entrepreneur, in market statistics is 
absolutely secret and not subject to being transmitted to 
anyone, including the organs of state administration. 


That is why market statistics do not engage in a search of 
what is and where, who works and how: it indicates 
phenomena and not the vehicle for these phenomena. As 
before, and this is objective in the transition period, we 
want to know not only what is taking place in the 
macroeconomy but also to have information about the 
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activity of specific enterprises. This means that there 
can’t be any talk about Russian statistics being market 
Statistics even on the strength of these principles. It 
needs to be reformed. 


The State program for the conversion of the Russian 
Federation to the system of accounting and statistics 
accepted in international practice in conformity with the 
demands of the development of a market economy, 
intended for 1993-1995, has become the organizational 
basis for the reforming of statistics under the new 
conditions. A system of measures directed to the devel- 
opment of the technological, general methodology, and 
organizational bases of national statistics was imple- 
mented within the framework of the program. The 
outfitting of statistical organs with modern technical 
equipment has quadrupled in a year and a half. 


Along with the change in the composition of the indica- 
tors the methodology for calculating them has also been 
subjected to serious adjustment. As a result, methodolog- 
ical support has been achieved for a majority of the 
indicators, permitting one to adequately evaluate the 
country’s social and economic situation and to talk with 
international partners in a single statistical language. 
The preparation of basic consolidated national accounts, 
which permit a quarterly description of the production 
and utilization of the gross domestic product, has begun 
in 1994. This indicator reflects not only the results of the 
activity of the sphere of material production but also of 
sectors of the economy that are coming into being—the 
services of commercial banks, insurance companies, 
various exchanges and other elements of the market 
infrastructure. This also has made it possible to compare 
the indicators of the development of Russia’s economy 
with other countries and to determine its place in the 
economy of the world community. 


Methods for observing the level and dynamics of prices 
on the consumer market and in production which con- 
form to market standards have been created and intro- 
duced in only two years. A sequence of operations with 
respect to compilation of the balance of payments, which 
is of paramount importance for characterizing the coun- 
try’s solvency, has been accomplished. The balance of 
payments is published quarterly. Indicators which char- 
acterize the economically active population and actual 
and hidden unemployment have been introduced into 
practice in 1994. A system of indicators of the standard 
of living of various categories of the population has been 
put into operation. An indicator of the real disposable 
incomes of the population, which permits one to track 
actual purchasing power, has been introduced 


Along with the system of indicators and the methodology 
for calculating them, the problem of radically improving 
the organization of statistical observation 1s the most 
acute. The methods for gathering information that are 
traditional for statistics don’t work in a transitional 
economy. Error and faulty initial information are the 
result. 
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What has been done to resolve this problem? To begin 
with, methods well-known in statistical science and 
practice have been utilized for supplementary calcula- 
tion (doraschet) of the most important economic indica- 
tors for the purpose of objectively reflecting social and 
economic phenomena. Thus, in calculating the gross 
domestic product alone, various kinds of supplementary 
accounting (doschet) come to 18-20 percent of the final 
sum. The method for evaluating the dynamics of the 
volumes of industrial production has been changed. 


We have shifted from such traditional value indicators 
as the volume of commodity and net output in compa- 
rable prices to indicators of output in physical terms, 
which is subject to a lesser degree to distortion in 
reporting. A new method for determining the index of 
industrial production, based on the dynamics of the 
output of more than 400 types of industrial products in 
physical terms, has been developed and introduced into 
practice on the federal and regional level beginning in 
January 1994. Such indirect indicators of industrial 
production as electric power consumption and freight 
shipment on railroad transport are also being used to 
monitor results. It’s difficult to expect success in a 
market economy without objective statistical informa- 
tion. And it is gratifying that such a business-like publi- 
cation as EKONOMIKA I ZHIZN publishes statistical 
materials *vstematically and on a broad scale on its 
pages. Even in this issue the reader will find extensive 
data characterizing the results of the first half-year (see 
“Our Partner,” pp 6,7,9). 


One of the central problems of the development of 
statistics on a restored technical base is the creation of an 
uniform state register of enterprises and organizations of 
all forms of ownership and management (Yedinyy gosu- 
darstvennyy register predpriyatiy 1 organizatsiy vsekh 
form sobstvennosti 1 khozyastvovaniya—YeGRPO), 
which will secure the complete accounting (polniy uchet) 
of enterprises, organizations and other legal entities. The 
experience of countries with market relationships attests 
to the fact that only the information base of a register 
will furnish the scientific basis for objective sample 
surveys and the introduction of the census (tesezovyy) 
method of statistical observation. The employment of 
statistical methods for supplementary calculation and 
the extension of sample survey data to the general 
population is made extremely difficult without informa- 
tion on the total aggregate of subjects. A new All-Russian 
classification of types of economic activity, output and 
services (Obshcherossiyskiy klassifikator vidov eko- 
nomicheskoy deyatelnosti, produktsii 1 uslus—OKPD), 
which has been harmonized with international systems, 
is being introduced. This will ensure the fundamental 
improvement of the quality of statistical information. In 
the entrepreneurial sphere we will mainly be guided by 
census principles for the organization of accounting, 1.e., 
a combination of all-encompassing accounting with 
respect to large enterprises and sample surveys and 
censuses for small business and entrepreneurship. 
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Statistics should be as close as possible to the admuinis- 
tration of the economy and oriented to the realization of 
its interests in the field of information. The intersectorial 
balance is the basic instrument for forecasting and 
regulating macroeconomic proportions. It was drawn up 
the last time in 1987 and 1s esser tially unsuitable for use. 
That 1s why the State Committee for Statistics of Russia 
is preparing for the development in 1995 of a basically 
new balance based on a system of national accounts. 
This will permit the creation of the requisite information 
base for modelling the economy. The most significant 
Statistical operation in the inter-census period—a micro- 
census of the population—has been carried out in 1994. 
Its results have permitted one to perform an in-depth 
analysis of the social and demographic processes in 
progress and to create the bases for the organization of 
surveys of households—the only true source of data on 
the population’s standard of living, its incomes and 
expenditures, the purchasing structure and much else, 
and the labor market and employment in a market 
economy. 


For the purpose of increasing the operational efficiency 
of the development of analytical information in 
industry, the monitoring of 2,000 base enterprises has 
been experimentally worked out, which permits one to 
promptly obtain an in-depth description of the develop- 
ment of production. 


The spectrum of problems being resolved will be sub- 
stantially expanded in the process of fulfilling the Gov- 
ernment’s assignment concerning the preparation of a 
draft Law on Statistical Activity. Its adoption is most 
important for Russian statistics. The Law will make it 
possible for state statistical organs to interact on a legal 
basis with subjects running a business. 





Structure of Agricultural Output by Category of Farms 
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State Duma Official on Anti-Crisis Measures in 
Economic Sphcre 


944F-1186A Moscow EKONOMIKA I ZHIZN in Russian 
No 36, Sep 94 pp 1, § 


[Article by Pavel Bunich, deputy chairman, State Duma 
Committee for Property, Privatization and Economic 
Activity: “Payments, Taxes, Stocks” ] 


[Text] Business circles are increasingly more troubled 
today by nonpayments that threaten to paralyze the 
economy, by production-suffocating taxes, and by fraudu- 
lent activities in the stock market. The causes of these 
crisis phenomena and the ways of surmounting them are 
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analyzed by Pavel Bunich, a prominent Russian economist 
and deputy chairman of the State Duma Committee for 
Property, Privatization and Economic Activity. 


The problem of nonpayments has now assumed a central 
place in the economy. It’s all everyone is talking about. 
Actually this problem is only the tip of the iceberg, and 
its causes have deep economic roots. It 1s these causes 
that we must deal with in order to resolve the crisis of 
solvency. 


Unfortunately given the inertia of the government in its 
fight against nonpayments, it is evident that the deep 
causes have not yet been touched. Commissions are 
established, decrees are adopted, but the volume of 
defaults continues to grow, and as of | July it exceeded 
112 trillion rubles. This is the total! of all nonpayments, 
some of which are of the current sort, and are unavoid- 
able even in an economy a long way away from crisis. It 
would be more proper to discuss overdue payments, the 
scale of which is also great—approximately R45 trillion 
just among enterprises. To this we need to add overdue 
indebtedness to the budget, to banks, and in wages. 
Besides this, this figure does not reflect arrears in taxes 
and credits, including foreign. And finally, this figure 
looks somewhat better than it really 1s also because the 
enterprises are far from fully compensating for wear of 
their fixed capital. 


The number one cause of nonpayments is noncompeti- 
tive products, which people don’t really care to buy, 
given an open market and imported foreign articles. But 
if we could reduce the price of our products by a factor of 
10, which is possible using progressive production pro- 
cedures, a market for them would be ensured. Those 
Russian enterprises that possess “breakthrough” tech- 
nology are able to settle their accounts more or less 
normally. Noncompetitiveness is reflected in unprofit- 
able production. Of enterprises that are still operating, 
45 percent are operating at a loss, while just a year ago 
the figure was 18 percent. Impending bankruptcies, 
which are presently occurring in limited numbers, will 
soon snowball. Thousands of enterprises will suffer this 
fate. 


This means that the first thing we need to do is ensure 
competitiveness of production, which requires signifi- 
cant investments and reconstruction of enterprises. It 
would be a great mistake to limit imports in order to 
widen the market of domestic products and thus solve 
the problem of payments. This approach would mean 
technical stagnation. Even now our import duties are 
rather high—an average of 15 percent, at the same time 
that they are 3-4 percent in the rest of the world. And if 
we maintain this level of import duties, and all the more 
so raise it, it will be hard for us to count on progress and 
on an influx of foreign investments. 


The second cause of growth of nonpayments is that 
agents of the marketplace falling victim to a chain 
reaction of indebtedness are drawn into the problem 
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through no fault of their own. Normally operating enter- 
prises with good products are unable to settle accounts 
because they have not been paid by their customers. | 
would attribute not less than half of all nonpayments to 
this cause. 


The third cause is the failure to comply with legislative 
acts and standards regulating business accounts. Uncom- 
mitted morey in the accounts of enterprises that could 
be used to pay off debts makes up a third of nonpay- 
ments. The position here is as follows: You pay me what 
you owe, but I won't pay what I owe. By postponing 
payment, I can thus make use of “free” credit. In the 
meantime directors spare no expense on high salaries for 
themselves, on luxurious detached homes, on offices and 
Mercedes’, on enlargement of hard currency accounts 
and deposits, and on prestigious furniture. 


The fourth cause is rarely named, but it is also signifi- 
cant. Enterprise executives supply products without 
receiving payment for them, pocketing bribes instead. 
Specialists studying the insolvency of enterprises have 
encountered numerous cases of this sort. The enter- 
prise’s cash box grows ever-emptier while the chief 
executive's personal cash box grows ever-fuller. A special 
propensity for taking bribes is displayed by executives of 
state enterprises, and not by private business owners, 
who would never accept a bribe in place of payment of 
money owed them. In the meantime 45 percent of the 
production volume is still in the state sector. The same 
picture can also be observed in banking. Really, why are 
loans granted so readily to those who are clearly unable 
to repay them? Because half of the issued loans are 
repaid under the table personally to bank executives. In 
the meantime, when the volume of defaulted loans gets 
large enough, the bank calmly declares bankruptcy. The 
bankers sail through unscathed, while depositors are 
devastated. Sometimes the customers are the criminal 
elements. Creditors are simply afraid to compel them to 
pay. 


Great hopes are now being laid on promissory notes. 
However, first of all promissory notes will be accepted in 
place of an enterprise’s debt only from good enterprises, 
and as a rule they have the money anyway. Second, 
promissory notes are complex securities, and a lot of 
things need to be done to keep them from suffering the 
fate of counterfeit stocks and worthless paper. Third and 
finally, the possibility 1s not excluded that the seller will 
gain from the use of promissory notes, while the pur- 
chaser will be burned by almost the same amount. The 
fact is that property may attached for nonpayment on a 
promissory note. Briefly, when the purchaser lacks funds 
in his accounts, arbiters already have the right of 
recourse against tne property of the debtor today, even 
without promissory notes. 


In my opinion it would be suitable to use factoring 
operations to resolve the crisis of nonpayments. 
Throughout the world, the more or less substantial 
organizations do not make payments themselves: They 
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delegate this function either to factoring firms or to bank 
factoring divisions, transferring to them the invoices 
they accept. The enterprises pay interest and commis- 
sions to such firms and divisions, which may also collect 
penalties in their favor for delay of payment by the 
purchaser. These are a kind of middlemen in accounting 
relations between suppliers and purchasers of the prod- 
ucts of enterprises, and they represent a new step in 
development of the distribution of labor and specializa- 
tion. Such structures keep very careful track of the state 
of affairs of those for whom they make out invoices, and 
they agree to collect payments only when they are certain 
of collection. 


In order to improve the financial sphere, it is also 
important to improve the procedure by which enter- 
prises are granted centralized loans. It has already been 
essentially 2 years that we have been discussing the need 
for “pinpointed” loans accounting to the maximum 
degree for the specific features of the enterprises. For 
practical purposes, however, nothing has changed yet. A 
general approach to distributing centralized financial 
resources continues to prevail. Even those enterprises 
which may become highly effective in the immediate 
future continue to remain in debt, and are forced to shut 
down production. 


Payments in mutual relations with enterprises in CIS 
states continue to be an unsolved problem. Here the 
Situation is even worse than in regard to payments 
between Russian enterprises, while the causes of nonpay- 
ments are even greater in number, and even more 
difficult to eliminate. International arbitration is practi- 
cally absent. 


There are problems with internal arbitration as well. 
Arbiters have little strength but a high case load. A 
decision was recently made to examine cases of nonpay- 
ment within | month. It is very difficult to carry out this 
decision. To add to this, this will retard resolution of 
other disputes—on alienation of property, leases etc. 
Even though arbitration agencies have decided to divide 
payment for their services between both parties, this 
does not exclude the fact that they remain very expen- 
sive. The state is the recipient of this income. 


And finally, the state is the biggest defaulter. It is 
responsible for 10-15 percent of nonpayments. The state 
is the worst at paying for its orders and for deliveries for 
state needs. And every ruble of its debt evokes another 4 
rubles of indebtedness by chain reaction. In turn the 
state is not paying its debts because it is unable to collect 
taxes. 


The subject of taxes deserves special discussion in regard 
to their total amount, the objects of taxation and the 
collection procedure. Taxes and mandatory payments 
now reach 45 percent of the gross domestic product. All 
of these payments consist of three approximately equal 
parts—direct and indirect taxes, and transfers to non- 
budgetary funds. Many proposals have been suggested 
for tax reform. When it will happen, is difficult to say. 
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Everything here depends on the kind of budget that will 
be drawn up for 1995, and on the nature of its income 
and expenses. There is little hope as yet that the tax 
reform will begin in 1995, even if the State Duma adopts 
a tax code in fall. The preconditions for implementing 
new approaches to taxation do not yet exist. What 
directions of tax reform need to be discussed? 


The main idea is that we need to reduce taxes on 
production and increase the share of taxes collected from 
individuals. Naturally the people won't like this at all. 
But it must be understood that if we allow production to 
develop, wages, growth of production and growth of the 
number of jobs would be ensured. And yet hatred of the 
entrepreneur often confuses the issue; however, insisting 
upon increasing tax collections from entrepreneurial 
income ultimately means harming oneself. 


The next major task of tax reform is to stimulate 
investments, to fully exempt reinvested profits from 
taxes. 


There is an absence of any real concessions to small 
business, which is unable to accumulate start-up capital 
without such concessions. In Russia there are only 2 
million market agents—chiefly small businesses, and 
judging from the experience of the USA, we need 
approximately 15 million. 


Thus tax ideology must be oriented on stimulating 
production. That’s first. Second—hardly anyone would 
object to this—we need to lower the overall level of 
taxation. Various proposals are being suggested of course 
regarding the magnitude of profit tax and value-added 
tax. These questions need to be resolved concretely, but 
a general line toward reducing payments is unavoidable. 


Third, taxation of individuals must be based on the idea 
of collecting more taxes from the wasteful and the rich. 
Let me emphasize that spendthrifts need to be first in 
line. After all, extravagant consumption is developing 
quickly in our country. I’m referring primarily to luxury 
items. Excises are the form of tax payments making it 
possible to increase taxation of spendthrifts. They have a 
clearly targeted orientation here, and they are a precisely 
aimed shot at the spendthrift. 


And of course, we need to make taxation more progres- 
sive. The tax rates have not changed: They remain as 
they were—12, 20 and 30 percent. Consequently the 
curve of taxation of personal income remains as before. 
Ata personal income above R50 million per year, the tax 
rate ceases to grow. We have to steepen the tax scale. 
However, this approach can justify itself only if we are 
able to halt development of the means of concealing 
income. All kinds of things are done to under-report 
income in order to shield it from taxation. For example 
funds are use for insurance, and to issue loans to enter- 
prises. Another extremely widespread means of tax 
avoidance is to write off business expenses, acquire 
summer homes and vehicles, and pay for business 
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lunches. As a result there are bankers whose earning are 
only R200,000-300,000, even though they are in fact the 
richest people around. 


Tax reform must also foresee improvement of the tax 
system itself, and the composition and structure of taxes. 
For example rent payments are practically nonexistent in 
the country. All we have are some surrogates of rent. 
Thus, payments for mineral resources are very approxi- 
mate. At the same time, under no circumstances should 
rent payments transform into the sole or principal form 
of taxes. Such proposals have been made rather often in 
recent times. But how can a tax on minerals be the 
principal one when it is relevant to very few enterprises? 


It stands to reason that rent payments, as well as other 
tax payments, must be introduced with regard for the 
attained effectiveness of production, and increased only 
as effectiveness rises. This tax instrument must be 
approached cautiously, so as not to undermine interest 
in better use of natural resources. 


Property tax, which some economists now suggest trans- 
forming into the principal channel of tax revenues, must 
also be handled cautiously. This is not a bottomless 
barrel from which we can endlessly scoop out resources 
for the treasury. After all, fixed capital is the primary 
form of property. A high tax on property would provoke 
accelerated depreciation of fixed capital, inasmuch as 
the tax is collected on residual value. And when a capital 
increase occurs, tax on it is collected on the basis of the 
full value of its increase. Investments and growth of 
capital become less advantageous than using old capital 
until it is fully worn out. What we actually need is the 
reverse. Taxes must economically stimulate renewal of 
production. 


Of course the number of taxes is very large today—44. It 
needs to be reduced gradually, which will make it pos- 
sible to reduce the number of settlements and transfers, 
and to simplify tax payments. But it would be impossible 
to reduce all of this to a single tax. Let’s assume that we 
retain only the tax on profit. Then it would become 
advantageous to acquire as much land as possible. Eco- 
nomic control over its effective use will disappear. There 
will be no economic levers by which to affect other 
property. In this case unjustified wage differences will 
grow even more, inasmuch as wages could be increased 
more and more by reducing profit. 


Mention should also be made of the fact that collection 
of some taxes today is very expensive, requiring more 
resources than what they bring in. The more we collect of 
such taxes, the poorer we will get. Need we collect taxes 
that produce a very small or negative result? The tax 
system does not yet excluded double taxation, which 
should not exist in principle. Thus, a person who pur- 
chases an apartment or some other thing does so with 
wages from which taxes have been collected, but then 
when he sells it, he must pay taxes once again. In 
Moscow for example the tax is 24 percent of the value of 
a one-room apartment at the time of its sale. Essentially 
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the same kind of tax injustice also occurs with the sale of 
motor vehicles, dachas and personal property. 


Excessive taxes encourage tax evasion. The shortfall in 
tax collection in the first half of the year was 37 percent. 
The production slump naturally had an effect here as 
well. A lower production volume means lower payments. 
A decrease in the rate of inflation also reduced tax 
revenues in comparison with those that had been antic- 
ipated when the budget was drawn up, when inflection 
was estimated to greater than it was. But when inflation 
drops, state expenses become lower, and fewer taxes are 
needed. 


The growing volume of defaults is also causing a decrease 
in tax collection. Taxes are also not being collected in 
their full amount due to hard-to-monitor barter transac- 
tions, which are carried out at cost, thus “eliminating” 
profit. Covert export of capital and presence of 
numerous secret accounts and of tax loopholes that are 
competently utilized by certain entrepreneurs are an aid 
in tax evasion. This 1s not to mention the cases of 
corruption of tax agency workers 


The stock market, which must be regulated in order that 
it would operate in civilized fashion and in order to 
exclude major abuses, represents the higher mathematics 
of a market economy. We unfortunately hoped things 
would sort themselves out on their own—we first created 
a stock market, and then we thought about regulating it. 
For the sake of justice let me say that a number of the 
basic principles of the stock market had been formulated 
in edicts and standards already in effect. It is thus all the 
stranger that even these guidelines are out of the control 
loop, and are universally violated. In particular, 
everyone knows that licenses are needed for stock 
market transactions (to issue stocks, to buy and sell 
them, operations to attract the public’s resources). None- 
theless it is well known which large firms have worked 
and continue to work without licenses: A list of them was 
even published recently. What kept us from doing this 
before? And why is a decision of an arbitration court 
needed to halt unlicensed activity? Wouldn't it be more 
proper to have this decision made directly by adminis- 
trative means, with the condition that a dissatisfied 
party could subsequently appeal to arbitration court? 


Who is not aware that stockholders must be registered”? 
This requirement is being violated on a massive scale. It 
is only now, after such a long delay, that the state has 
remembered this. Who didn’t know that emission of 
stocks proceed in amounts coordinated with the Min- 
istry of Finance? Everyone knew this, but no one paid 
attention to this, sharply exceeding the established 
norms of stock issue. The state has now woken up in 
regard to this issue as well. Better late than never. But on 
time would be even better. Or how about this other 
discovery of the century—that proper maintenance of 
accounts must be mandatory? This requirement has also 
been violated. To make matters worse, destruction of 
financial documents has been practiced, and tax agencies 
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have done nothing to restore them, even though their 
rights are sufficient to do so, And why have we tolerated 
underpayment of taxes by joint-stock enterprises for so 
long? Why are we making ourselves look powerless, and 
thus provoking further violations? Advertising future 
income was banned by a presidential edict. But the 
practice has only increased in frequency. It took the 
MMM Joint-Stock Company scandal to rectify the situ- 
ation even a little bit. It is also amazing that no time 
limits are set on the advertisements of individual firms 
on state television, As a result certain firms torment us 
with their ads for days on end, while others are unable to 


get any advertising time. That millions are made fools of 


by such advertising 1s not what I’m getting at. What I'm 


getting at 1s that millions are practically deprived of 


television time. 


Now about the truly unsolved problems, about the lack 
of legislative normative acts. This cannot be forgiven 
either. Where for example ts the limiting norm for the 
proportion of preferred stocks? In its absence, joint-stock 
companies increase the proportion of such stocks, 
because they are “‘voteless,” and they permit the owners 
of common stocks to do business without a large amount 
of capital 


Everyone 1s now into pyramid schemes, but it 1s impos- 
sible to punish anyone for such financial operations 
because the law does not prohibit pyramids. Had we 
looked in the beginning to the experience of other 
countries, such mistakes would not have occurred. In the 


USA for example, pyramids are prohibited in 40 out of 


50 states. Major intrigues are perpetrated with bearer 
stocks. The obvious question 1s this: If stocks should be 
exclusively registered stocks, and bearer stocks should be 
used only to hasten development of joint-stock compa- 
nies as short-term securities, who blocked implementa- 
tion of this rule? Not only stocks and other securities but 
also completely worthless paper is circulated in the stock 
market. This could have been precluded in currently 
effective legislation, and all the more so by a good law on 
joint-stock companies. It 1s a worldwide practice to 
impose great restrictions on self-quoting and on a joint- 
stock company’s purchase of its own stocks. But we 
never foresaw such restrictions. 


In general, our stock market is already overflowing with 
criminal elements. If the situation is not corrected soon, 
things will get much worse. Russian business has had a 
short history, and its unconscientious entities, which 
recently came into being on a large scale and which were 
destined to ultimate failure right from the start, are now 
completing their first round. And unless the stock 
market is put in order, this round will be followed by 
many others, in a geometric progression. By its nature 
the stock market possesses enormous positive potential. 
It is an economic mechanism by which capital 1s pumped 
from poor areas into good ones, an instrument for 
optimizing economic development of society. However. 
a good thing that is done badly can become a nightmare. 
Let’s make the stock market worthy of its purpose. 
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Stull, an analysis of the economic processes provides full 
grounds for expecting that in the second half of the year 
the situation will not worsen in comparison with the first 
half—in relation to the rate of production decline, stan 
dard of living and the inflation rate. However, this will 
be possible only if the government assumes a competent 
economic course. Things will get worse only if it makes 
gross errors. We hope that this will not happen 


IZVESTIYA Reports Increased Circulation 
9441-14254 Moscow IZVESTIYA in Russian 1 Sep 94 p 1 


[Report by IZVESTIYA correspondent Rustam Arifdzh- 
anov: “IZVESTIYA Circulation Increased by 100,000 
Copies: New Subscription Campaign for Newspapers 
and Magazines Begins on | September Everywhere 
Except Moscow’ } 


{ Text] By the first day of fall, our newspaper's circulation 
had grown to 752,975 copies. 


Over two summer months, the incremental increase 
amounted to 100,000 copies. Naturally, seasonal 
changes had the effect of increasing the number of 
readers, and other newspapers also posted some increase 
in readership. Still, one cannot help but reyorce that the 
ranks of us, IZVESTIYA subscribers, has swelled. Their 
number increased in Murmansk Oblast, in Altay, Pskov, 
even in Magadan and Chechnya. A lot of people read us 
in Belorussia [Belarus], Kazakhstan, and Ukraine. We 
hope that the results of the new subscription campaign 
will show an even greater number of “IZVESTIYA club” 
members. 


IZVESTIYA wil! continue to publish the supplements 
already noticed by our readers: TV and EKSPERTIZA, 
FINANSOVYYE IZVESTIYA will now be published 
not one but two times a week, albeit only in Moscow and 
St. Petersburg. We have no plans to reduce the number 
of our foreign correspondents in most important cities of 
the world. We have an extensive network of staff corre- 
spondents in Russia and the near-abroad countries. And, 
as you know, IZVESTIYA’s opinion carries weight. 


What does one have to do to become our subscriber? Just 
come to the post office. We work on a contract basis with 
all territorial administrations of the Federal Postal Ser- 
vice. They were the ones to set the date for the beginning 
of the subscription campaign—! September. Only the 
Moscow branch 1s lagging—the subscription campaign 
here will begin later. Some delay is due to our efforts to 
reduce the cost of newspaper delivery in Moscow. Our 
own price for the next year (without the postal surcharge) 
for Muscovites 1s R1,200 a month, R7,200 tor six 
months. This is less than in other regions 


In some oblasts we also reduced the catalog price. 
Subscription will now cost less for residents of 
Novosibirsk, Krasnodar, and Rostov-na-Donu. Sub- 
scription in Yekaterinburg will be effected at discount 
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rates, due to a lower postal surcharge. We have also 
managed to reduce postal surcharges in other cities. 


Some alternative organizations also accept subscriptions 
to our newspaper; their prices as a rule are lower 


For IZVESTIYA foreign readers, subscriptions will be 
handled by MEZHDUNARODNAYA KNIGA organ- 
zations. Our newspaper also works closely with Eastview 
Publications and Press Point companies. 


Remember, our index in the catalog of the Subscription 
and Retail Sales Agency is 50050, 


The catalog subscription price for one month is R2,000, 
and R12,000 for six months. Delivered price is set by 
Federal Postal Service administrations depending on 
local conditions. 


IZVESTIYA circulation department's contact telephone 
is 209-76-27. 


Book by Yeltsin's Economic Adviser Reviewed 
944F1352A Moscow NEZAVISIMAYA GAZETA 
in Russian 18 Aug 94 p 4 


{Article by Andrey Andreyev: “What Price are We 
Paying?; It’s as if Two Different Persons Wrote 
Aleksandr Livshits’ Book’’} 


[Text] The transformation of the Russian economy into 
a market economy has been going on for almost three 
years now. However, “there both was not and 1s not a 
real concept of reforms and a description of what awaits 
Russia that is comprehensive and easy for the people to 
understand.” 


These words don't come from the camp of the “red- 
browns.” They belong to the ideologist of Boris Yeltsin’s 
“new economic policy,” Professor Aleksandr Livshits, 
and are taken from his book, kkonomicheskava reforma 
v Rossii i yeye tsena (Economic Reform in Russia and its 
Price), which has just been published by the KULTURA 
publishing house. 


It is difficult not to agree with these words. When the 
“transition to the market” was still just beginning, there 
was rather a lot of talk among us of the “Gaydar 
program.” However, the latter never was promulgated. 
Probably because there simply never was such a pro- 
gram. The cabinet largely operated blindly, reacting only 
to a very narrow set of monetary circulation parameters. 
Subsequently, by now under Chernomyrdin, it appears 
that they stopped talking about any kind of program of 
economic development altogether. So that Aleksandr 
Livshits’ book is really and truly the first attempt to set 
forth if not the program then at least the philosophy of 
the presidential-governmental course of reforms under- 
taken by a person directly answerable for the develop- 
ment and execution of this course. It will give us an idea 
of what they are thinking “there” today and to some 
measure of what to expect from the authorities 
tomorrow. 
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The immersion of society into a new economic reality 
has been responsible fora profound transformation of its 
mentality, The public consciousness, in which emo- 
tional-ideological motives previously dominated, “has 
been taken in hand” by interests, and has become 
perceptibly more sober and rationalistic. This process ts 
universal in character. It 1s manifested not only in the 
daily conduct of people but also in political rhetoric and 
in the practice of state administration, As a result of this 
process pragmatists, oriented to real people and a par- 
ticular economic system, are naturally coming to replace 
the romantics of market transformations who have been 
intoxicated by the abstract beauty of their own models. 


Romantics idealize. Pragmatists try to build reliable 
structures from the elements which they find in real life. 


This characteristic trait of healthy pragmatism, undoubt- 
edly, is typical of Aleksandr Livshits and constitutes, 
perhaps, the most attractive feature of his economic 
thinking. Comparing the different variants for the fur- 
ther progress of the reform, he unequivocally rejects as 
equally destructive both a rigid course to suppress infla- 
tion no matter what and the unfailing financing of all the 
demands of the sectors and the regions. Aleksandr 
Livshits himself is for “scenano B,”’ which combines the 
intention to make inflation moderate and predictable 
with the aspiration to organize a select structural policy 
and to mitigate the acuteness of social problems. 


Inflation in this case 1s forecast at the level of approxi- 
mately 10 percent a month. The drop in industrial 
production will come to about 8 percent in 1994. The 
unemployment problem will be appreciable: it may reach 
up to 10 percent in unfortunate regions. 


Thus, “scenario B’ does not gladden the imagination by 
high hopes. But, ultimately, we also do not want them to 
offer us Lenya Golubkov all the time. The main thing 1s 
that this plan permits one to stabilize the situation and to 
avoid the worst—a sharp spurt of inflation and the total 
collapse of production. Its implementation, probably, 
also will create the conditions for a turning point in the 
drop of investment activity and a significant slowdown 
in the rates of the decline of production. 


If the position of Aleksandr Livshits in some measure 
reflects the evolution of the political and econo nic 
thinking of the administration as a whole, it can be 
considered one of the symptoms of the fact that we are at 
last approaching a final break with the bolshevik legacy. 
The fact is that whatever particular politicians and 
publicists have said on this matter, this break has not yet 
occurred. Neither in August 1991, nor in January 1992, 
nor especially in October 1993. it’s simply that suddenly 
some bolsheviks have defeated others, and together with 
them also the sensible and moderate portion of society. 


The real break will be the rejection of the sadly cele- 
brated ‘‘at any price” and the transition to a policy based 
on acknowledgement of the pluralism of interersts and a 
search for their result that 1s acceptable for society as a 
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whole. Aleksandr Livshits understands this. And what is 
more he is consciously striving for such a transition. 


Yes, the overwhelming majority of Russians will 
approve such a goal, apparently. Only in that way can 
one break the steep spiral of political confrontation. 
Theoretically, this approach opens up to the President 
and the government an opportunity to occupy the now 
still empty position in the center of the political spec- 
trum and to commence the process of gathering together 
our now split nation. 


The whole point is how to reach this goal. What may be 
the ideology of the planned broad consensus? 


For the time being a very simple solution is being 
proposed: to take and combine the government’s course 
with the positions advanced by its opponents. Aleksandr 
Livshits goes rather far along this route. He takes prac- 
tically all its most serious propositions and demands 
from the opposition. 


These are: 


a) reasonable protectionism in the interests of the 
domestic commodity producer; 


b) imparting of a clear-cut social orientation to the 
economy and a significant reduction of the 
scandalous inequality in incomes; 


Cc 


~" 


development of an effective industrial policy and 
state support of technologically advanced produc- 
tion units, especially the export intentions of the 
enterprises of the military-industrial complex; 


d 


— 


formation of financial-industrial groups as the 
structural base of the domestic economy; 


— 


development of mechanisms for state regulation of 
foreign economic activity, for which the following 
are suggested in the book: federal standardization 
of foreign trade practices, strengthening of foreign 
exchange control and control over the export of 
strategically important raw material, definitive 
conversion to settlements with the CIS states on the 
basis of world prices, and the competitive sale of 
export quotas and implementation of a goal- 
directed program to stimulate exports; 


e 


f) recognition of the need to build the economy taking 
national traditions and national psychology and 
culture into account, because of which the eco- 
nomic model should acquire an unique “national 
measurement.” 


Only the problem of privatization remains somewhat 
apart. On the whole Aleksandr Livshits defends privati- 
zation in the version it was accomplished, although even 
he stipulates that it should not run counter to the 
priorities for the development of industry (the state 
industrial program). 
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It is impossible to interpret such an approach other than 
as an indirect acknowledgement of the fact that the 
Opposition was right in many respects. One cannot but 
note, however, that the “linkage”’ of the points just now 
enumerated with the base model of economic liberalism 
will come at the price which the book’s author pays for 
it—ambivalence of positions. The fact that he has 
arrived at it is now more like a purely mechanical 
connection than a new conceptual synthesis. Sometimes 
the impression is even created that two persons, com- 
pletely different in their convictions, wrote the book we 
are reviewing. One of them, for example, cautions 
against illusions of “‘catastrophism” in evaluating the 
reforms and asserts that they impede the tranquil and 
business-like realization of the transformations. The 
other, several pages further on, writes about the “‘struc- 
tural catastrophe” of the economy, about the conversion 
of industry into “a zone of economic catastrophe,” etc. 


Aleksandr Livshits asserts that we are paying an exces- 
sively high price for reform. It 1s high inflation and a 
serious investment crisis. The climate for foreign capital 
investments 1s now worse than in the USSR in 1987- 
1990. In the world ratings of attractiveness Russia occu- 
pies a place in middle of the second hundred alongside 
North Korea, Zaire, and Albania. High-tech production 
units are perishing. Others are still surviving but at the 
cost of converting to producing technologically outdated 
equipment, going back to the level of the 1960s. The 
criminalization of the economy 1s proceeding. It 1s so 
powerful that a critical question arises: where will we end 
up? At a civilized market or will we repeat the route of 
certain developing countries where mafia-like clan ties 
have completely supplanted competition? Millions of 
people have found themselves below the poverty line. 
Everyone well knows how close to reality this picture ts 
from his own experience. But if it is true, why write off 
economic miscalculations to a “conspiracy” of the lead- 
ership of the Supreme Soviet or to a congress of peoples’ 
deputies which (oh horrors!) could thaw out articles of 
the Constitution which “encroach upon” the rights of the 
president (as if the president can have more rights at all 
other than those defined by the Constitution?!). You see, 
the congress, as we all well remember, became “bad” 
precisely because somehow it attempted to counteract 
those very destructive tendencies of “‘gaydaronomics” 
about which even Aleksandr Livshits speaks. What's 
this? An obligatory ritual of solidarity with “his own” or 
unwillingness to “give up principles.” In any case 
Aleksandr Livshits should determine his position as 
regards ‘““gaydaronomics” more precisely. As long as his 
position remains so ambiguous, doubts about the ability 
of the presidential team to make any substantial adjust- 
ments in an economic course which has compromised 
itself will inevitably be engendered. But at any rate the 
administration is demonstrating a capacity to change. At 
the same time movement to meet the critical moods in 
society, particularly national-patriotic moods, half-way, 
is also not to be ruled out. And what would the opposi- 
tion answer? Both the development of the political 
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situation and the course of the economic reform will 
depend on this to a considerable extent. It looks as if the 
traditional “pre-October” opposition is not prepared to 
play its game on the field which is now offered to it. In 
the transition from “general considerations” to specific 
instruments of policy it loses independence which, 
undoubtedly, points to a shortage of political will and, 
perhaps to an even greater degree, of professionalism. 


Recent events in the State Duma, when an influential 
faction of the Communist Party of the Russian Federa- 
tion voted for the draft of a budget which the same 
communists considered exceptionally bad, have demon- 
strated this very graphically. The fact that neither the 
communist party, nor the Liberal Democratic Party of 
Russia, nor the other opposition groups proposed their 
Own version in counterpoise to it, decided the matter. It 
is easy to guess in advance how events will develop 
further if the situation is this area doesn’t change. Most 
likely an arrangement, typical for Russia, for movement 
to a new historical synthesis is to be implemented: 
removal of the elites from power, the new power smashes 
its opponents with an iron fist and then borrows their 
ideas, symbols, and slogans while crushing their social 
base. For example, that’s how Lenin acted when he came 
out with the concept of the NEP (New Economic Policy) 
after the Kronshtadt uprising. Stalin acted the same way 
when he propagated the state concept of history in place 
of the ‘“‘class” concept and returned to the use of officers’ 
shoulder-boards. Yes, neither parties nor leaders are 
dear for us—Russia is dear. And it is of no particular 
importance who in the end really will achieve its inter- 
ests—movements formally numbered among the 
national-patriotic or a government formally disowning 
“national communism.” One thing is disturbing. The 
vagueness of the global historical perspective is being 
over!ooked in all the movements towards the better in 
the ideology of the leading figures of the presidential 
team. What Russia of the 21st Century would they want 
to see? Market or democratic? But these are rather 
abstract definitions. In the end reform is being under- 
taken not just for the sake of reform. And Aleksandr 
Livshits’ protestations that “we are becoming like the 
others” and that our citizens now fret not because of 
lines but because of unemployment and the investment 
of savings, i.e., because of “what the citizens of any, even 
the most developed, country think about,” hardly can 
inspire us for long. A dilemma confronts present-day 
Russia: the choice of the type of development. Either 
build the foundations of a post-industrial society, having 
occupied the place of a producer of knowledge, informa- 
tion, technologies, and high-tech products in the world 
division of labor, or convert to a raw material economy 
with gradual displacement into the “third world.” So far 
economic policy in the Gaydar style has operated on the 
second of these two variants. What does Aleksandr 
Livshits think regarding this question? The fact is that 
with all the anxiety which he expresses in relation to the 
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depressing state of the high-tech sector, he has not 
identified the ultimate goals and meaning of the reforms 
with sufficient clarity. 


Implications of MMM Collapse Pondered 


944Q0552A Moscow KOMMERSANT in Russian 
No 9, Aug 94 pp 2-3 


[Article by Dmitriy Grishankov and Andrei Shmarov: 
“Oh, Grecian Sails! Oh, Black Sea! It Looks as if the 
Development of the MMM _ Joint-Stock Company 
Scandal Threatens This IIl-Starred Company With 
Failure and Also the Entire Stock Exchange With an 
Acute Crisis” 


[Text] A generalization of the events of the last two 
weeks concluded with an announcement last Thursday 
evening by Sergei Mavrodi just when this issue was going 
to press. The announcement about the closing of stock 
distribution points leads us to a sad conclusion. It seems 
that matters will not end simply with the fall of AO 
[joint-stock company} MMM—the “‘domino principle” 
may undercut the entire growing domestic stock market. 


Why? Let us look at what we have today. 


First, there are four state structures: the Finance Min- 
istry], GKAP [the State Committee for Antimonopoly 
Policy and Support of New Economic Structures], the 
tax inspectorate, and the tax police, which suddenly 
matured simultaneously overnight. They convicted, 
fined, and searched; in other words, they “purified the 
water” at MMM. Now this water is being poured and 
repoured by anyone who is not lazy. 


Secondly, provoked panic resulted in mass dumping of 
AO stock and in the rapid “nullification” of its value. 


Thirdly, although initially MMM management had a 
chance to alleviate panic by actively purchasing securi- 
ties and by proving its solvency, it preferred the more 
advantageous (for itself, naturally) solution—to play for 
a drop in value (without spending money to pay stock- 
holders) and then to go completely out of business. 


Thus, all of the consequences that we now see are the 
result of joint action by the AO and the government in 
one way or another. However, whereas the former was 
involved in personal gain (concern for business ethics 
and image are not too much in vogue here), the latter 
should, it would seem, be “offended in the name of the 
country.’’ This is why MMM’s actions appear to be fairly 
logical, and what the priorities of the country are is 
something we have to try to figure out. 


We will state immediately without intrigues that the 
coming consequences of the scandal are extremely neg- 
ative. The crisis will affect investors, the stock market 
infrastructure, and competition in securities, that 1s, 
everything that the stock market encompasses. But the 
assessment of the most long-term results is not as spe- 
cific. But let us not get ahead of ourselves. 
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Characteristics of Crisis 


Among investors, the primary group is the population. In 
Our opinion, we cannot expect any noticeable political 
action, despite the Napoleonic calls of Sergei Mavrodi. 
The only thing that unites these people is the desire to get 
their money back. You will not be able to accomplish 
much with that slogan. So they will go into the kitchen to 
swear, and then they will calm down. However, the 
overwhelming majority of players, as well as of their 
opponents from neighboring apartments (now they are 
triumphant: “I told you so!’’) will not be talked into 
buying more securities any time soon. After all, 
according to data by a new (post-scandal) VTsIOM 
{All-Russian Center for the Study of Public Opinion]sur- 
vey, MMM AO stockholders comprised only 7 percent of 
Moscow’s population, and half of them intend to play 
further. The remaining 93 percent of the population, 
which did not become involved in MMM even during its 
good period, have been so frightened that the investment 
activity of the population will fall practically to zero. 


The second group is the entrepreneurs. It is smaller, but 
the money they Lave invested is hardly less than that 
invested by the population. Many of them played using 
borrowed assets in order to begin their own businesses 
using the profits. Now the repayment of credit is ques- 
tionable. As a result, there will be a great deal of abrupt, 
if not bloody, dismantling (for those who borrowed 
“from friends’) and nonrepayment of bank credit. Even 
without this, banks today are not experiencing the best of 
times—it 1s time to pay for assets borrowed in the spring 
at a high rate of interest. 


Finally, the third group is the financial companies and 
banks. According to rumor, some of them have risked 
millions of dollars. Their loss as a result of mass nonre- 
payment of credit could bring about a series of bankrupt- 
cies. Further along the tragic spiral will be the investors 
who are again suffering, and so on, and so forth. 


In discussing infrastructure, we have in mind first and 
foremost the market and stock stores. Exchanges them- 
selves did not suffer directly. As a rule, exchange brokers 
and stores did not own their own MMM stock, or owned 
it in very limited quantities. For this reason, their direct 
losses are also not great. However, stock (more precisely, 
certificates and notes) encompassed over half of official 
as well as nonregistered (so-called table trading) turnover 
of exchanges and stores. Now these have been deprived 
of their basic source of income. As if purposefully, the 
voucher has departed this life. For this reason, if in the 
next week a new stock instrument of similar quality does 
not appear, many professional brokers will be forced to 
go into other businesses. But where would we find such 
an instrument? 


As for competition, if the crash affected only MMM 
securities, that would not be too bad. But, according to 
reports from the exchange, panic has swept owners of 
successful stock, ranging from Telemarket to the stock of 
solid banks. Thus, whereas on 25 July it was fully 
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realistic to sell Telemarket stock for R30,000-R35,000, 
on 3 August the stock was going for R8,000-R9,000 on 
the exchange. Stock of other voucher companies (of the 
OLBI type), which were not charged by anyone with 
building pyramids, also fell by 15-30 percent. Panic 
caused the volume of transactions in these securities to 
drop by a factor of 5-15, according to different 
assessments. 


Stockholders of firms that have begun, are in the process 
of, or have just concluded emissions are also returning 
their stock. It has turned out that it is very difficult to 
explain even to very educated people that the emissions 
firm is in no way required to repurchase their stock, 
especially at more than the nominal price. As an example 
we may mention the completely successful AO Reskom 
and AO Torgovyye Ryady. In both cases, practically all 
formalities were adhered to. Every stockholder had the 
opportunity to become acquainted with the emission 
prospectus and the firm’s plan and to receive informa- 
tion on the current state of affairs. Prospects for both 
appear to be quite decent. The stock was quoted (already 
on the secondary market) by a well-known brokerage 
firm having a three-year history of honest trading. How- 
ever, after the MMM crash, in one day approximately 
150 stockholders demanded urgently that their stock be 
sold. Naturally, the brokerage firm did not feel that it 
was able to do this. Complaints were immediately read- 
dressed to the firm’s administration, and matters ended 
with an investigation among the AO administration and 
the stockholders. 


In summary, what we have ts a drop in the exchange rate, 
apathy among investors, and a destruction of the infra- 
structure. If we are honest, we will admit that this is a 
severe crisis for the newborn stock market. If authorities 
taking care of the country and of business do not concern 
themselves immediately with reviving it, the process of 
revival may take years. 


Immediate Consequences of the Crisis 


Negative consequences—are we exaggerating the situa- 
tion? After all, the stock of solid banks or of oil compa- 
nies, we are told, is completely dependable, will remain 
so sooner than not, and if it fails one day, it will not be 
as a result of MMM. Yes, this ts true. 


But this is a narrow and conservative market, and the 
participating segment is small and elite. Right now com- 
panies are still doing everything for their own benefit. 


Public stock 1s another matter. While it is true that the 
stock really is public and for the masses, a more impor- 
tant feature is that it is much more dynamic—its market 
is capable of interesting and seducing even a confirmed 
melancholic person. Let us briefly recall its history. 


At first the masses deposited their money in banks. Then 
trust companies appeared and immediately multiplied 
(the “GMM era’). They were unhesitatingly curtailed, 
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and they flexibly and efficiently transformed themselves 
into finance companies, obtained licenses, concluded 
contracts with banks, brought order to the system of 
deposit contracts, and began to issue bills of exchange. 


Then the idea of guaranteed interest by contract was 
exhausted (it 1s impossible to constantly guarantee 
profits) and the time for stock arrived. If you behave 
correctly, and there are many examples of this, and 
everything 1s legal, you do not have to place yourself in 
difficulties with the investor if there are losses, because 
no one has guaranteed that losses will not occur. 


It seerned that a hundred varieties of the stock market 
blossomed, and within this group, as we have already 
written, al! of the conditions developed in Russia for a 
stock exchange boom modeled after that in Poland. On 
the wave of this boom, while rapidly concentrating the 
assets of uncoordinated small investors into a strong 
financial power, the Polish economy made the transition 
from stagnation to growth. 


Here we will now have to wait with all such hopes. Of 
course, the money that is not demanded by the public 
stock market will not disappear—after all, the banks 
have remained. However, the investment policies of 
banks are extremely regimented; they do not take risks or 
have courage. On the one hand, this is remarkable, 
because dependability and circumspection are very ben- 
eficial. On the other hand, the conservative nature of 
banks can leave all venture business, which even in 
firmly established Western economies ts the catalyst to 
progress, outside the framework of Russian business. 


Further, post-voucher privatization 1s beginning 
Without a developed liquid stock market, stock of priva- 
tized enterprises is no more than a pile of paper for 
outside investors. Under such conditions, our own 
people (collectives, administrations, functionaries, and 
commercial structures interested in the privatized enter- 
prise) are simply doomed to purchase stock at throw- 
away prices not much higher than face value. As a result, 
the enterprise will experience underinvestment relative 
to its true value, and regular citizens will once again be 
left holding the bag (or more precisely, with their rubles 
in their pockets or on deposit). 


In a ripple effect, the market crisis will be followed by 
other unpleasantness. The first will be the probable 
bankruptcy of finance companies and banks, as we have 
already noted. Players will have to compensate them- 
selves for their ' sses and make good on their debts, and 
thus will find it necessary to remove their assets from 
other sectors of the market. According to our informa- 
tion, many large participants in the currency futures 
market have already liquidated all of their positions for 
this reason and have removed deposits of hundreds of 
millions of dollars. 


There are good consequences that still must be earned. 
How does John Rockefeller (the first), who at the begin- 
ning of the twentieth century created the Standard Oll 
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Company and monopolized the market, differ from 
Sergei Mavrodi? In that, having come into conflict with 
federal authorities and knowing well that everything was 
in order as regards the law and taxes, Rockefeller did not 
close his business, but simply ignored all complaints. 


How did the U.S. federal authorities of the 1920's differ 
from today’s Russian authorities? In that they did not call 
Rockefeller a swindler without having proved this, but 
simply changed the law and forced the capitalist to adapt. 


Evidently there 1s a chance that after the scandal Russia’s 
law will be corrected and business will not be involved so 
zealously in investment promiscuities. Both parties can 
only win from this. Investors will also win. 


It is difficult to say what the new investment law will be. 
One thing 1s evident. Business competition for the poten- 
tial investor will become much more acute. 


Firstly, most likely the hit of the season will be the 
openness of the stock issuer and his investment project. 
It is this that will become the new feature that enables 
him to overcome the distrust that will have increased 
following recent events. From our recent conversations 
with venture entrepreneurs, it has become clear that 
many of them are prepared to provide every stockholder 
with exhaustive information about the condition of the 
firm and its prospects, to institute regular checks by 
qualified auditors, and to allow stockholders to see for 
themselves where their money has gone. Then the 
investor will be morally prepared to share the firm’s 
misfortunes. Moreover, firms that follow all of the rules 
of the game do not have to fear an attack by authorities. 


Secondly, privatized industrial enterprises, the stock of 
which 1s quoted properly, will try to take as much advan- 
tage of the scandal as possible and to capture the money of 
small investors. To do this, they will have to bestir them- 
selves—to implement the splitting of their securities, to 
organize securities trading. and to come to agreements 
with market makers. In this case the liquidity of the market 
will grow, which can only be beneficial for it. 


Thirdly and finally, we cannot fail to consider the 
instinctive inclination of investors toward firms that 
produce something tangible. For this reason, investment 
might unexpectedly move into the production sphere. 


Polls on State Emergency Committee Compared 


944F1395A Moscow OBSHCHAYA GAZETA in Russian 
No 34, 26 Aug 94 p 7 


[Article by Nugzar Betaneli, director of the Institute of 
Sociology of Parliamentarism, under the “Trends” 
rubric: “August in Another Country”’] 


[Text] Young Russians who were born in August 199] 
hardly suspect yet that they were born on the cusp of 
epochs; actually, neither do we know for certain as yet 
what the school history textbook will be telling us, 
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convincing us of, 10-15 years from now. Some trends, 
however, are already detectable today. 


The independent Institute of Sociology of Parliamenta- 
rism conducted on 16 August another survey of a repre- 
sentative sample of 1,000 Muscovites. Here are the 
results of comparative analysis. 


Two years ago, recalling the August events of 1991, most 
Muscovites (62 percent) noted that their sympathies 
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were then on the side of the ‘‘White House” defenders; 
only 4 percent supported the GKChP ((State Committee 
on the State of Emergency)); 26 percent were indifferent 
to the event and “did not take either side,” and 8 percent 
said that they “did not remember.” Three years later, the 
public mood changed dramatically. Had the GKChP 
made its move today, the White House defenders would 
be short many of their supporters. GKChP members 
would not have acquired new allies, however. 





Had the GKChP situation taken place today, 


which side would sympathize with? (in percents) 

















Aug 1992 Aug 1993 Aug 1994 
White House defenders side 42 38 29 
Neither side 20 29 34 
GKCNhP side 7 9 9 
No opinion 31 24 28 














No wonder that the attempts of the active participants of 
the August events to make 19-22 August the days of mass 
celebration or national mourning find increasingly less 
response. Over the years that have passed since then, the 
number of Muscovites who consider ‘“Vivat, Russia!”’ 
celebrations their personal holiday dropped from 26 
percent (August 1992) to 16 percent (August 1994); the 
majority (64 percent) are not inclined to see it as such, 
and 20 percent are “not certain” what their attitude is. 
At the same time, 23 percent of Muscovites believe that 
GKChP members are “‘criminals’’; in the opinion of 30 
percent “they are victims of the time and circum- 
stances; and only 3 percent call them “heroes.”” And 
keeping in mind that another 19 percent of respondents 
“have not thought about this issue’’ altogether, it 
becomes clear that the predominant feeling in the public 
mood now is indifference. 


There is probably only one topic that is outside of the 
“zone of discussion” and unfailingly unites the majority 
of the population—‘‘nostalgia for the USSR.” Similar to 


a year and two years ago, 67 percent of Muscovites regret 
that the USSR disintegrated, 24 percent ‘‘do not regret,” 
and 9 percent ‘“‘are not certain.” Unlike in previous 
years, however, the number of people who believe that 
they know the reasons why the Soviet Union disinte- 
grated declined perceptibly (from 53 to 39 percent). At 
the same time, similar to preceding years, a relative 
majority (17 percent) believe that the main reason for 
the disintegration of the USSR was “the fight among 
leadership for personal power.” 


The rating of President Boris Yeltsin, for whom the 
Russians’ August moods appear to be acquiring the 
character of an annual “political survivability test” of 
sorts, rose somewhat over the past month: from a 28 to 
a 32 percent positive rating with a steady 45 percent 
negative. However, for the first time in the president’s 
political biography, the number of his “active oppo- 
nents” (5 percent) in Moscow exceeded the number of 
“active supporters” (3 percent). The monthly surveys 
(the scale was developed by the Institute of Sociology of 
Parliamentarism) support this conclusion: 





How do you personally feel about the president of the Russian Federation’s performance? (in percents) 





























Aug 1992 Aug 1993 Aug 1994 
Very positively, active supporter 2 4 3 
Positively 31 23 19 
Somewhat positively 16 9 10 
With indifference 10 16 14 
Somewhat warily 20 18 22 
Negatively 12 19 18 
Very negatively, active opponent 2 2 5 
Not certain 7 9 9 
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At the same time, for the first time over the past two 
years, the number of those who believe that overall 
Russia 1s moving toward progress and is going in the 
right direction increased from 20 percent to 24 percent; 
36 percent believe the opposite; and 40 percent at this 
point are not certain whether “this road leads to the 
temple” or away from it. 


[Begin boxed item, p 7] 


Foreign Accent 


“Democracy is not on firm ground in Russia; political 
parties are weak and always identified with certain 
personalities; the courts are a joke; and the average Ivan 
can hardly count on the state any more than it could 
when the Soviet Union existed. 


“When Yeltsin appears in public, he behaves more like a 
czar or general secretary of the Communist Party than an 
elected president. The new parliament is more interested 
in the election campaign than in passing laws, which 
permits Yeltsin to continue to rule through decrees, 
many of which are not carried out.” 


(THE NEW YORK TIMES, 23 August) [End boxed 
item] 


Largest Nonferrous Metal Concern Faces Problems 
944F1391A Moscow SEGODNYA in Russian 25 Aug 94 p 3 


[Report by SEGODNYA-INTERFAX: “The Largest 
Producer of Nonferrous Metals Is on the Verge of a 
Strike; Workers of "Norilsk Nickel’ Are Not Being Paid 
Wages, and Food Is Not Being Delivered’ 


[Text] The socioeconomic situation in the collectives of 
the Norilsk Nickel state concern and in the Norilsk 
industrial rayon 1s generally getting worse with each day. 
Aleksey Sidorov, the deputy chairman of the federation 
of trade unions of the Norilsk mining and metallurgical 
combine, disclosed this Monday. 


In his words, the main reasons for the growing dissatis- 
faction of the people is the disruption in the schedule of 
deliveries of cargo to the Norilsk industrial rayon and 
also the delay in the payment of wages and leave allow- 
ances. According to the status as of 10 August, river 
transport delivered a total of 260,000 tonnes of cargo to 
the region—340,000 tonnes less than last year. Mean- 
while, navigation is already approaching an end, and it 
will already hardly be possible to correct the situation. 


In the words of Mr. Sidorov, the impending shortage of 
consumer commodities and food is causing special con- 
cern (14,000 tonnes instead of last year’s 37,000 tonnes), 
technical cargo (246,000 and 563,000 tonnes, respec- 
tively), and oil products (53,000 and 71,000 tonnes). 


The trade union leader emphasized that the commission 
of the Government of the Russian Federation for oper- 
ational questions already on 12 April 1994 charged the 
Ministry of Finance to make a special purpose allocation 
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for the second quarter of R500 billion for Norilsk Nickel 
before | May for the delivery of food products and 
commodities. In Mr. Sidorov’s words, only R260 billion 
of this sum was allocated by the middle of August. 


As for paying off the debts for wages and leave allow- 
ances, a special state commission working in Norilsk 
considered it necessary to propose “before | July to 
render assistance to the concern in the sum of R150 
billion.” But this question also, as Mr. Sidorov declared, 
has not been resolved yet. 


Strike committees are being set up spontaneously at 
enterprises of the concern, and there have already been 
local strikes and hunger strikes. Dockers of the Dudin- 
skiy Seaport are preparing to stop work. 


The Norilsk industrial rayon (NPR) is on the territory of 
the Taymirskiy (Dolgano-Nenetskiy) Autonomous 
Okrug, and it is administratively subordinate to Krasno- 
yarskiy Kray, although it is practically not associated 
with it economically. 


The main enterprise is the mining-metallurgical combine 
(now the Norilsk Nickel concern) with a total of about 
130,000 workers. The enterprise consists not only of 
mining, ore-dressing, and metallurgical production, but 
also construction, energy, planning, scientific research, 
food, and transportation subunits, and also the Dudin- 
skiy port, which is capable of processing 6 million tonnes 
of cargo annually. 


The concern produces the main volume of nonferrous 
metals of Russia, including 80-90 percent of the nickel, 
80 percent of the cobalt, and almost 100 percent of the 
platinum and platinoids, and it 1s one of the largest 
Russian importers of raw materials. 


Major Siberian Petrochemical Plant Construction 
Planned 


944E1140A Moscow KOMMERSANT-DAILY in Russian 
9 Aug 94 pY 


[Article by Igor Popov: “The Plan Has Become Half as 
Expensive’’} 


[Text] The construction of a large industrial enterprise to 
produce propylene and polypropylene by using gas byprod- 
ucts from the Tobolsk petrochemical combine was a 
long-standing dream of the Soviet Government before the 
perestroyka period. However, in August 1993 the dream 
was threatened when almost all Western investors at once 
turned down participation in this large-scale project. Nev- 
ertheless, the Tobolsk NKhK [petrochemical combine] 
and the Turkish firm Entes, who were the primary initi- 
ators of the project, were able to find ways to implement it. 
For this purpose they created the Irtyshpolimer AO 
[joint-stock company]. Yesterday the administration of 
the Entes firm prepared the basic package of project 
documentation containing the new implementation condi- 
tions for the upcoming directors council of the new AQ, 
where, in particular, the results of the advertised tender 
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for the delivery of equipment and technology from 
Western firms will be announced, and a plan of priority 
operations will be composed. 


The cost of the Tobolsk project to construct a plant that 
will produce petrochemical products using byproduct 
gases from petroleum extraction in the oil fields of 
Tyumen Oblast comprises $700 million. The annual 
capacity of the plant is to be 230,000 tonnes of propylene, 
120,000 tonnes of polypropylene, and 75,000 tonnes of 
thermoelastoplastics. 


Specialists feel that the main reason that the majority of 
Western investors rejected the first project variant, 
which is what put the project on the brink of collapse, 
was the initial planned scale of building and the quantity 
of essential capital investments (the cost of the project 
was assessed at $1.7 billion). This was the reason for the 
loss of one of the main sources of project financing—the 
European Bank for Reconstruction and Development 
[EBRD]. The cost of the new project was announced by 
the founders of Irtyshpolimer AO based on the bank’s 
recommendations. Although the EBRD has not yet 
joined the project, its representatives have expressed a 
‘fundamental interest as founder and creditor.” 


As of today, founders of Irtyshpolimer AO include the 
Tobolsk petrochemical combine, 2ight other Russian struc- 
tures, among which are the Sibnefteprovod and Purneftegaz 
associations, local administrations, and the Entes firm. 
After the results of the tender for delivery of equipment are 
announced at the coming directors council of Irtyshpolimer 
AO, the winning firms will become AO founders. In any 
case, they, like EBRD, have reserved spots. We cannot view 
the implementation of the project with sufficient optimism. 
This is attested to by the fact that leading companies, about 
10 in all, of Germany, England, Italy, and the U.S. partici- 
pated in the tender. These companies include UHDE, 
BASF, John Brown, Tesnomont, and others. One of the 
conditions for victory in the competition, as stipulated by 
Irtyshpolimer, was the ability of the company to attract 
credit—either from credit sources or using its own assets. 


At the present time work is being done to attract new 
founders. Despite the fact that the main creditor, EBRD, 
has not yet joined the project, work has already begun. In 
particular, the general contractor, the Entes firm, has 
begun installation work in the thermoelastoplastics manu- 
facturing plant. Here Irtyshpolimer is independent of 
Western suppliers because the plant wil use original 
Russian technology. The construction of the complex will 
be completed in 1995-1997. 


In Russia propylene and polypropylene are used extremely 
little today. But the future production of the plant has 
adequate prospects in foreign markets, where consumption 
volume of this raw material is constantly growing. For 
example, Turkey, which does not have its own propylene 
and polypropylene manufacturing, is capable of using up 
the entire planned production volume of the future plant. 
Basic manufacturing work has not yet begun, but Irtysh- 
polimer has already received orders to organize supplies 
abroad. 
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The proposed scheme for financing work at the Irtysh- 
polimer AO in the city of Tobolsk is as follows. The $590 
million needed will come from two sources. Authorized 
capital will comprise $80 million. The remaining credit 
will come from founders and suppliers in the following 
amounts: France and the U.S.—$30 million; local bank— 
$45 million; Italy-Germany, Great Britain- 
U.S.-Japan—$200 million; Italy-Germany, Great Britain- 
U.S.-Japan—$52 million; and EBRD credit—$183 
million. General capital investments and the cost of pro- 
duction include: TEP [Thermoelastoplastics], 75,000 
tonnes annually—$180 million: propylene, 230,000 tonnes 
annually—$180 million; polypropylene, 120,000 tonnes 
annually—$150 million; and general plant management— 
$80 million. 


Petrochemical Plant Upgrades Highlighted 


944E1140B Moscow KOMMERSANT-D.AILY in Russian 
9 Aug 94 pl 


[Article by Aleksandr Davydov: “The Energy Market 
Has a New Investor’ ] 


[Text] Despite the sales crisis in the petroleum and 
petroleum processing industry, private business is more 
and more actively invading this sphere, not without 
reason seeing it as one of the springboards for economic 
stabilization in the country. New confirmation of this is 
the protocol signed yesterday by Bashkirskiy Benzin AO 
[joint-stock company] and Kirishinefteorgsintez PO 
[production association] (Leningrad Oblast) concerning 
intentions to collaborate. Bashkirskiy Benzin will 
become one of the investors in production moderniza- 
tion in this enterprise, which 1s one of the largest 
petroleum processing plants in Russia. Bashkirskiy Ben- 
zin’s business plan also includes the development of its 
own network of gas pumps. 


A month ago KOMMERSANT-DAILY reported on the 
start of stock emissions of Moscow’s Bashkirskiy Benzin 
AO in a volume of 29 billion rubles. As of the present 
time, over 10 percent of these securities have been 
distributed, which has enabled the AO to begin imple- 
menting its investment projects relating to the produc- 
tion and distribution of petroleum products. The 
document that was signed yesterday regulates only the 
general principles of cooperation between the two struc- 
tures and presupposes the conclusion of individual 
agreements on each specific project. As reported by 
Mikhail Zelenevskiy, director of Bashkirskiy Benzin, 
plans for the near future include modernizing technolog- 
ical processes for pouring and for unloading petroleum 
products in enterprises. The implementation period for 
this project does not exceed a year, and at this stage the 
Moscow AO intends to invest R5 billion-R10 billion. It 
is also assumed that Kirishinefteorgsintez will supply 
high-quality petroleum products (A-95 gasoline and 
diesel fuel) to the automobile pumping station network 
that Bashkirskiy Benzin will create in Moscow and 
Moscow Oblast. At the present time talks are being 
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conducted with a large Russian petroleum company (Mr. 
Zelenevskiy felt it was premature to name the company) 
that will build several stationary gas pumps for Bashkir- 
skiy Benzin using imported equipment. It is planned to 
invest about R7 billion in the given project. The partic- 
ipation of the AO in renovating existing gas stations is 
also planned. 


Observers note the potential effectiveness of the planned 
investments and the fact that Bashkirskiy Benzin is evi- 
dently the first structure in Russia that is making an offer to 
private investors to participate using their capital in a 
high-income and very closed sphere of retail petroleum 
product trade. However, it should be noted that whether the 
AO will be able to implement its plans will depend on the 
success of the securities emissions. Right now, success is 
being hindered by the presence in circulation of options to 
purchase stock of the liquidated Ufa joint venture of the 
same name, the responsibility for which the N.uscow AO has 
taken upon itself. This stock can be obtained at face value 
until 15 August by the owners of these options. However, 
the majority of owners are in no hurry to do this and prefer 
to speculate with the options themselves. This is having a 
negative effect on the stock quotation and on the pace of 
stock distribution. 


Attack on ‘Most’-KGB Ties Scored 


944F1411C Moscow NEZAVISIMAYA GAZETA 
in Russian 24 Aug 94 p 2 


[Article by Maksim Isayev under the rubric “Scandal”: 
“Michael Waller Hurt the Most Group’s Feelings: The 
Author of THE WALL STREET JOURNAL EUROPE 
Article Is Well Known in Moscow’’] 


[Text] As NEZAVISIMAYA GAZETA reported in issue 
No. 156 dated 18 August 1994, the Most Group has 
authorized the London legal firm of Cameron Markby 
Hewitt to file suit in the British High Court against the 
Dow Jones company—the publisher of THE WALL 
STREET JOURNAL EUROPE. The subject is an article 
by Michael Waller entitled “The Biggest Mafia Is the 
KGB,” published in the aforementioned periodical on 
22 June 1994. In the plaintiff's opinion, Mr. Waller’s 
material, which accuses the Most Group of corruption 
and “‘mafiosi” activities, constitutes libel. 


As it turned out, Mr. Waller, who is about to publish a 
book “The Secret Empire: The KGB in Russia Today,” 
is quite well known in Moscow. Particularly to the staff 
of the Russian special services. Here is, for instance, the 
opinion of him of Yuriy Kobaladze, head of the press 
bureau of the Russian Foreign Intelligence Service [FIS]: 
“This is not the first time we have encountered this 
person. He was an active participant in the “KGB: 
Yesterday, Today, and Tomorrow“ conferences. He per- 
sonally participated in them several times, and on the 
latest occasion (May 1994) sent a paper *"Why Mutual 
Cuts in Intelligence Work Are a Bad Idea.“* The main 
thrust of the paper is that Russian intelligence should be 
downsized because it is bad, while the CIA should be left 
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alone because it is a guarantor of democracy not only in 
the United States but also in Russia. 


All in all, Waller's communications are always very 
ideologized, with a single-minded approach: You, Rus- 
sians, are bad, because you are overrun by the KGB. His 
argumentation 1s based on undisguised lies, fact juggling, 
and distortion. He undoubtedly is an apologist of the 
American special services, particularly the CIA. As a 
U.S. citizen he can hardly be blamed for this. But the 
problem is that Waller’s statements are not properly 
rebuffed here; moreover, they find numerous supporters. 


Yuriy Kobaladze emphasized that the FIS is willing to 
enter a dialogue with Michael Waller but—‘‘on the basis 
of an honest approach to special services’ problems.” 


Kaliningrad RR Border, Tariff Difficulties Scored 


944E1175A Moscow GUDOK in Russian 2 Sep 94 p 1 
[Article by correspondent A. Zakovryashin: “A Third 
Route From Russia to Russia’’] 


[Text] The fact that there are serious flaws in rail and motor 
vehicle carriage of freight and passengers from Kaliningrad 
Oblast into Central Russia via Lithuania has been reported 
on several occasions on the pages of GUDOK. And after 
Lithuania introduced discriminatory tariffs for transit 
travel over its territory in the beginning of July, which 
significantly encumbered access of freight to the region, 
Kaliningrad began seeking an alternative route for ship- 
ments from Russia to Russia in avoidance of the territory of 
the Lithuanian Republic. A plan to lay a transport route 
over Polish territory through Suwalki to Grodno met an 
enthusiastic reception. Construction of a motor crossing 
over the border in this direction has already been started. 
But recently information creating something of a sensation 
appeared in Kaliningrad newspapers: A route from Kalin- 
ingrad to Central Russia that does not cross the borders of 
contiguous states was found. The reference was to estab- 
lishing a ferry crossing between Kaliningrad and St. Peters- 
burg. This GUDOK correspondent asked V. Pliyev, deputy 
chief of the State Transportation Complex Administration 
under the oblast administration, to explain how the new 
plan will be implemented. 


“Establishment of ferry communication,” he began, 
“between the two Russian ports on the Baltic is a 
consequence of the economic and political situation in 
which our oblast has found itself. Yes, we do need to 
engage in dialogue with Lithuania, and demonstrate how 
unsuitable the transport tariffs Vilnius has imposed are 
to good-neighbor relations. Yes, we do need to study 
alternative lines of communication through the Polish 
station of Suwalki and the Belarusian city of Grodno. 
Besides everything else, this will help to strengthen our 
business ties with neighboring states. But we also need to 
have a dependable, independent route to Russia, which 
is something the ferry crossing can become. Our plan was 
supported by workers of the Sakhalinsk Marine Shipping 
Company. They have some ‘unemployed’ Sakhalin class 
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ferries built some time ago in Kaliningrad and intended 
for carriage of freight and passengers.” 


Workers of the Sakhalinsk company began working on the 
Kaliningrad—St. Petersburg ferry route: Having examined 
several mooring variants in Kaliningrad, specialists came to 
the conclusion that the fishing port was best suited for 
freight transloading. St. Petersburg submitted its variants 
for receiving the vessels. And not only did it reserve quay 
space, but it also offered to support complete loading 
services for vessels traveling a triangular route: Kalinin- 
grad—St. Petersburg—Germany—Kaliningrad. This pro- 
posal was supported by German marine shipping specialists, 
who also found the “triangle” idea to be faultless from an 
economic standpoint. The permanent representative of the 
Sakhalinsk Marine Shipping Company in Hamburg is pres- 
ently conducting negotiations with port authorities and 
firms of the FRG. 


But even if the “hard-currency miles” were to be excluded 
from the plan, it would still be profitable according to 
preliminary calculations. The arguments in favor of the 
ferry are persuasive. “First, our administration,” Pliyev 
continued, “has received understanding and support from 
the leadership of the Kaliningrad regional! customs service. 
Steps will be taken to maximally simplify the procedure for 
filling out shipping documents on goods. Consequently we 
will be able to successfully work with perishable goods, 
which will be en route for from a day and a half to two days. 
Second, the outlays of the freight sender on transportation 
of truck trains by ferry (there will be up to 36 spaces for the 
equipment) will be significantly lower than by rail across 
state borders. What passengers are going to use the service, 
and whose vehicles will the ferries receive? There are many 
of them. According to calculations of specialists the freight 
flow from Kaliningrad into the northwestern region of 
Russia is slightly less than a third of the total quantity. 


“Opening a new route is a complex operation. Hundreds 
of little details have to be foreseen to raise the effective- 
ness of the work of the shippers and to satisfy the needs 
of clients. Workers of the Sakhalinsk company give 
assurances that the possibility of opening this communi- 
cation link before the end of this year is almost a reality. 
Two ferries are already being readied for the crossing to 
us along the Northern Sea Route.” 


There are other more serious problems as well. Will the 
Far East be able to do without these two ferries, and will 
it become necessary to send them back? But these 
problems do not deter from the idea itself of establishing 
a new route from Russia to Russia. 


Unemployment Rises to 1.58 Million 
044) 14424 Moscow NEZAVISIMAYA GAZETA 
in Russian 30 Aug 94 p 4 


[Article: “Unemployment 1.6 Times Higher After 7 
Months: “White Collars’ Continue to be Unneeded by 
Russian Employer’ ] 
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[Text] As of the first of August of 1994 1,581,100 
citizens not engaged in labor, including 1! 324,100 unem- 
ployed, were registered with the State Unemployment 
Service. In July the number of nonworking citizens 
increased 65,000 over the preceding month, while the 
corresponding increase of unemployed was 63,800. 


In the first 7 months of this year the number of non- 
working citizens registered with State Unemployment 
Service agencies grew by 496,600 persons (by |.5 times). 
Over the same period the number of unemployed citi- 
zens registered with the State Unemployment Service 
increased by 488,600 (by 1.6 times). 


As of 1 August 1994 the unemployment level (the ratio of 
the number of registered unemployed to the number of 
people of working age) is 1.6 percent for Russia as a whole. 


The highest unemployment level was registered in Ingush- 
etia (8.2 percent), I[vanovo Oblast (7.6 percent), Yaroslavl 
Oblast (5.3 percent), Pskov Oblast (5.1 percent), Kostroma 
Oblast (4.9 percent), Kirov Oblast and the Komi-Permyak 
Autonomous Okrug (4.8 percent), Viadimir Oblast, the 
Nenets Autonomous Okrug, the republics of Kalmykia, 
Mordovia and Dagestan (4.0-4.6 percent), Arkhangelsk, 
Leningrad and Kurgan oblasts, Udmurtia, Chuvashia and 
Komi (3.1-3.6 percent), and Bryansk, Murmansk, Orel, 
Tambov, Penza, Kaliningrad and Sakhalin Oblasts and the 
Mary El Republic (2.5-2.9 percent). 


The number of job openings for which the State Unem- 
ployment Service possesses information increased by 
8,400 in July to 382,400 as of | August. Eighty-five 
percent of the unfilled jobs are for blue collar and 15 
percent are for white collar workers. 


In Russia there are an average of four nonworking 
citizens (including 3.5 unemployed) “r every job 
opening reported to the agencies of the State Unemploy- 
ment Service. The situation in the labor market in a 
number of regions of Russia is characterized by great 
stress. Every job opening is sought by 197 nonworking 
citizens in the Ingush Republic, by 74 in Ivanovo Oblast, 
by 28 to 36 in Bryansk and Pskov oblasts, in the Nenets 
and Aga-Buryat autonomous okrugs and in the republics 
of Dagestan and Kalmykia, and by 19 to 25 nonworking 
citizens ir Yaroslav! Oblast, the Komi-Permyak and 
Evenki autonomous okrugs and in the republics of 
Adygea, Chuvashia, Mordovia and Altay. 


In the first 7 months of 1994 the State Unemployment 
Service found jobs for 564,000 Russians (including citi- 
zens placed upon completing occupational training at 
the direction of the employment service). 


The number of citizens taking part in paid public work 
was 96,100 in the first 7 months of 1994, which is 1.4 
times more than in the same period of last year. In July 
1994 public jobs ended for 19,100 persons, and were 
continued for 26,300. 


The right of early retirement was exercised in January-July 
1994 by 64,200 unemployed, including 9,600 in July. 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owners. 











FBIS-USR-94-101 
15 September 1994 RUSSIA 53 





© C3 Poccun, 1994 






































1.400 
oan, 1.200 
1 4 ’ 1,000 
BeapaSomnpie 800 
2 «& : S00 
Baxencuu 400 
’ 2 
Pog? ww = = 
ve oF y a 
y 
\ a 2 / 





1993 ~*8sR 
1994 ° 


Number of Job Openings and Unemployed in 1993-1994 
Key: 1—Unemployed; 2—Job openings 


aS 
> 





















































© 9C3 Poccnu, 1994 — aero wynoyetpoeto 1 Brv.e Opecrmsicpor 2 
3 i \\ { 17 
4 i 17.1 
SIM 89 139 

2 

6 b 55 158 
7 j AW7? 7 15,3 
g \ 17 143 
9 H 9.2\ 12,6 











Number of Citizens Placed by Employment Service in 1994 
Key: 1—Total number placed; 2—Including within 10 days; 3—July; 4—June; 5—May; 6—April; 7—March; 
8—February; 9—January; 10—Thousands of persons 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owners. 














FBIS-USR-94-101 


54 RUSSIA 15 September 1994 


According to data of the Russian Ministry of Finance the 
consolidated budget was executed in January-May 1994 in 
the amount of 48.0 trillion rubles in income and R59.0 
trillion in expenses. The deficit of the consolidated budget 
was R16.7 trillion. 


The volume of financial resources accumulated in the 
budget system of the Russian Federation and the outlays of 
bodies of executive government of all levels in January- 
May of this year are characterized by the following data: 


Data on Socioeconomic Status for January-June 1994 


944E 11914 Moscow EKONOMIKA I ZHIZN in Russian 
No 36, Sep 94 pp 20, 21 


[Article published in condensed form: “‘Russia’s Socio- 
economic Position January-June 1994’ 


Finances and Credit 












































































































































As of 1 Jun 94 For Reference: 
Trillion Rubles | % of Total As of 1 Jun 93 1993 
_ Trillion Robles | % of Total | Trillion Rubles | % of Total 
Income 

Total 48.0 100 10.0 100 41.8 100 

% of GDP 25.3 29.7 26.0 

Including: 7 
Direct taxes: 

Profit tax 14.6 30.4 4.0 40.0 16.8 1 402 7 
% of GDP 17 11.9 os Oo] 
Personal income tax 4.6 9.6 0.8 8.0 4.4 10.5 | 

% of GDP 2.4 2.4 2.7 
Indirect taxes: ; 
Value-added tax 9.8 20.4 2.8 28.0 13) 0 
% of GDP $.2 8.3 mo |. 
Excises 1.7 3.5 0.4 4.0 1.8 43 
% of GDP 0.9 1.2 1.1 
Income from foreign economic activity 6.3 13.1 0.8 8.0 2.3 a 55. ; 
% of GDP 3.3 2.4 1.4 ; 
Expenses 
Total $9.0 100 10.6 100 $7.3 100 
Including: — 
Of the national economy 15.7 26.6 2.9 27.4 16.1 RL 
% of GDP 8.3 8.6 9.9 
Of social and cultural measures 15.7 26.6 2.7 25.5 14.3 25.0 - 
% of GDP 8.3 8.0 8.8 
Of maintaining bodies of state government, 5.3 9.0 0.8 7.6 4.1 7 12 
administration and law enforcement 
% of GDP 2.8 2.4 2.5 oo 
Of Defense 79 13.4 1.5 14.2 1.2 12.6 
% of GDP 4.2 4.5 4.4 
Of foreign economic activity 1.5 2.5 0.5 4.7 2.8 49 
% of GDP 0.8 1.5 1.7 a 
Of science 1.0 1.7 0.2 1.9 09— 1.6 
% of GDP 0.5 0.6 06 | 
Deficit* 16.7 1.0 15.9 
% of GDP 8.8 3.0 98 
*With regard for resources coming from the Bank of Russia but not transferred into correspondent accounts of the Russian Ministry of Finance 
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The proportion of state taxes, fees and payments 
entering the budget system in the first half of this year 
decreased in comparison with the corresponding period 
of last year. 


The main cause of the decline in receipts of the 
budget system is the difficult financial position of 
individual enterprises and sectors of the economy (a 
slump in production, growth of the number of enter- 
prises operating at a loss, erratic mutual settlements 
etc.). In this connection the total of payments owed to 
the budget by enterprises of industry, construction, 
agriculture and transportation as of | June 1994 was 
R16.2 trillion, or 34 percent of the income side of the 
consolidated budget, to include overdue indebtedness 
of R8.7 trillion (18 percent). 


The income and expense distribution structure of the 
consolidated budget with respect to different levels of 
the budget system is shown in the following table 
(percent): 
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Total Receipts of State Taxes and Other Mandatory 
Payments Into the Budget System in Proportion to 
GDP in 1993 and 1994 
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Federal Budget Territorial Budgets 

As of 1 Jun 93 As of 1 Jun 94 As of 1 Jun 93 As of 1 Jun 94 
Income *—total 48 $1 $2 490 
Including: 
Direct taxes: 
Profit tax 38 36 62 64 
Personal income tax l 100 99 
Indirect taxes: 
Value-added tax 65 67° 35 33 
Excises 56 57 44 43 
Income from foreign economic activity 98 99 2 1 
Expenses**—total $3 52 47 48 
Including: 
Of the national economy 36 32 64 68 
Of social and cultural measures 21 19 79 81 
Of maintaining bodies of state government, 79 78 2! 22 
administration and laws enforcement 
Of defense 100 100 

















*Without regard for mutual settlements, budget loans and subventions. 





**With regard for formation of the Regional Financial Support Fund (25 percent of value-added tax). 
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The Federal Budget. In January-May of this year the budget was executed in the amounts of R24.2 trillion in income 
and R35.9 trillion in expenses. The income and expenses of the federal budget in January-May 1994 are characterized 


by the following data: 
































As of 1 Jun 94 For Reference 
_ Trillion Rubles | % of Total As of 1 Jun 93 1993 
Trillion Rubles | %of Total | Trillion Rubles |  % of Total 

Income—total 14.2 100 4.9 100 17.2 100 
Of foreign economic activity 1.4 3.9 0.5 7.9 2.7 1g 

% of GDP 0.7 1,5 1.7 . 7 
Of science 0.9 25 0.2 3.2 0.9 26 

% of GDP 0.5 0.6 0.6 _ 
Deficit* 17.4 1.9 173 Oo 

% of GDP 9.2 5.6 10.7 ; 























*With regard for resources coming from the Bank of Russia but not transferred into correspondent accounts of the Russian Ministry of Finance. - 





Both in 1993 and in the current year receipts from the || 
subjects of the Federation were the most significant to the 
budget system. Their contribution to the income side of the 
federal budget is over 50 percent. They include the city of 
Moscow (in January-May of this year—24 percent), 
Moscow Oblast (5 percent), the city of St. Petersburg, and 
Sverdlovsk, Nizhniy Novgorod, Samara and Chelyabinsk 
Oblasts (3-4 percent), Krasnodar and Krasnoyarsk krays, 
Perm Oblast and the Khanty-Mansiysk Autonomous Okrug 
(2 percent). 


Over 20 percent of all receipts of the federal budget were 
transferred to budgets of subjects of the Russian Federation 


and to individual enterprises as financial aid (budget loans, 
subventions, grants, preferential loans etc.). 


Actual repayment of the state’s debts to enterprises and 
Organizations related to delivered products and com- 
pleted work based on state orders and federal programs, 
formed in 1993 and in the first quarter of this year and 
subject to repayment in accordance with decisions of the 
government of the Russian Federation, is shown in the 
table in billions of rubles as of | July of this year 
(according to data of the Russian Ministry of Finance). 





















































Total Including: 

Budget Tax Exemptions Promissory Notes 

National Economy 353.3 257.9 93.9 1.5 
Including: 

Coal industry 207.2 158.0 49.2 
Agriculture (state grants and the difference 86.9 85.9 . 1.0 
in the price of grain) 
Capital investments 690.0 690.0 
Social and cultural measures and science 442.8 286.5 35.6 120.7 
Defense 1363.2 1151.8 182.3 291 
Bodies of government and administration 19.8 15.5 0.9 3.4 - 
Law enforcement agencies 101.3 75.7 9.3 16.3 - 
Support of Northern territories 541.6 449.9 - 91.7 
Mutual settlements 623.0 623.0 
Grain purchases 183.0 183.0 
Other 3.6 3.6 |. a 
Foreign economic activity 23.1 _ es - E | 
Total 4344.7 3550.3 348.7 445.7 

















Difficulties in executing the federal budget and advance 
placement of orders for state needs in 1994 led to 


formation of new state debts to enterprises and organi- 
zations. For example according to data of the Russian 
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State Committee for Defense Industry the Russian Min- 
istry of Defense owed around R1.5 trillion as of | June 
1994 for delivered armament and military equipment, 
which in turn is delaying resolution of nonpayments in 
the economy. 


The federal budget deficit for January-May of this year is 
33 percent of total expenses (a maximum federal budget 
deficit of 36 percent of budget expenses was established 
in the Law of the Russian Federation “On the Federal 
Budget for 1994”). 


The budget deficit was covered by credits from the Bank 
of Russia (the net result), which totaled R14.9 trillion as 
of | June 1994 (86 percent of the federal budget deficit), 
by profit of the Bank of Russia—R1.6 trillion (9 per- 
cent), and in addition by issuing and circulating state 
securities (covering the budget deficit by means other 
than emission}—R 1.0 trillion, or 6 percent of the federal 
budget deficit (according to a joint statement of the 
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Government of the Russian Federation and the Central 
Bank of the Russian Federation, income from the sale of 
state securities could represent only 5 percent of the 
deficit in the first half of this year). 


An auction was conducted in June to float the | 4th issue 
of state short-term bonds with a maturity time of 3 
months at the maximum volume of emission since 
floating of state short-term bonds was first organized— 
R 1,500,000,000,000. The total volume of bids submitted 
at the auction (the demand) was R1,635,600,000,000 
(nominal), and bonds amounting to R!,497,400,000,000 
or 99.8 percent of the total emission volume were 
floated. 


A fourth issue of state short-term bonds with a maturity 
time of 6 months (total emission—R 160 billion) was also 
floated. The volume of bids submitted at the auction was 
R201.5 billion (nominal), and bonds amounting to 
R159.8 billion were floated (99.9 percent of the emission 
volume). 





Results of Auctions to Float State Short-Term Bonds in 1993-1994, Billions of Rubles 





| Issue Volume (Emission) 








Proceeds From Sale 


Resources Transferred | Profitability With Regard 
to Budget | for Tax Concessions (%) 








3-Month Maturity Time 






















































































: 1.0 0.8 os _[ 103.1 
oo 3.0 2.1 — | 1075 
9.0 29 29 163.9 
_ 5.5 3.9 3.0 8 _ 
- 15.0 11.2 8.8 1. 6h 
22.0 16.8 13.1 176.4 
_ $5.0 42.1 47.1 wee m6 
_ an rE ee 
1994 
BO 130.0 16.0 TT osa4a | ARS 6 
OB 100.0 14.4 , 198 20.1, 
OO 175.0 125.9 9g 242 
OO 300.0 224.1 125.3 i —— 7 
OO 400.0 309.5 2097.” T TO 
: : 1500.0 1190.3 ; 1017.2 a | 7 159.2 
6-Month Maturity Time 
1993 Be 
a a eC oe 
1994 
7 15.0 8.5 8.5 | 28? 
a $0.0 33.1 a. 162.7 
Oo 160.0 106.3 3 + 162.4 














The price of another financial instrument used to finance 
the budget deficit—the Gold Certificate—is formed with 
regard for the value of gold in the London market, and 


conversion to rubles is in accordance with the market 
exchange rate of the Moscow Interbank Currency 
Exchange. 
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The dynamics of the Gold Certificate in 1994 are shown 
in the table: 


























Date Selling Price, Million Premium, Million 
Rubles Rubles 
10 Jan 94 160.9 29 
| Feb 94 1884 1.0 
1 Mar 94 205.4 7 
| Apr 94 219.3 0.04 
1 May 94 220.9 4 
Ijun9e”tCdY; 241.6 29°C” 











Territorial budgets in Russia as a whole wound up with a 
surplus of R660.5 billion for January-May of this year; 
the volume of accumulated income was R28.8 trillion, 
and expenses were R28.1 trillion. 


Absence of a deficit in territorial budgets in January- 
May 1994 was due to resources transferred from the 
federal budget to the regions amounting to R95 trillion, 
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including R3.7 trillion in mutual settlements, which was 
10 percent of the volume of the federal budget’s 
expenses, and R761.2 billion in the form of subventions 
(2 percent); short-term loans amounting to R272.0 bil- 
lion (1 percent) were granted from the federal budget to 
individual territories to permit effective solution of the 
most important social and economic problems. The total 
amount of resources in the federal budget’s financial 
support fund (transfers) allocated to subjects of the 
Federation was R288.2 billion, or 1 percent of the 
federal budget’s expenses. 


Around R18 tmnilion in profit were received by the 
sectors of the economy in January-May of this year, with 
industry receiving 75 percent of this amount. In compar- 
ison with the corresponding period of the previous year 
the profit volume increased by 2.2 times in the economy 
as a whole, and by 2.1 times in industry, in which prices 
of industrial products grew by 5.7 times. 


The profits received by individual sectors of the 
economy in January-May of this year were: 





















































Profit Proportion of Enterprises Receiving 
Profit (% of Total Number) 
Total, Billion Rubles Growth Factor With 
Respect to Jan-May 93 
In the sectors of the economy as a whole 17843 2.2 69 
(less agriculture} total 
suiniinisisersiossbeslinasteatstveminnmesistiiniathinenomvninehivemainiastant a shill iiineecii — - J 
Including: 
sc ceestciaecneenttcespepeeny prea aneonntsicnsseeseeetgseansoeniginiseaasananoncios ication _ 
Industry | 13341 2.1 78 
—_—— ee r ————— _ -_ — —_ —_ — ee — 
Transportation and communication 1664 1.9 59 
ceuaancpion . 4 a - af a samt seen ee — 
Construction | 1899 3.9 74 
Trade and workers’ supply 420 1.8 68 
epieinbesniointinsciesoenstaniaeaeninaia cae a a — ennai — —__—4+--—— ensiaeaeemoeeiebentee ae — 
Supply and marketing 245 2.4 67 
ee — - + — ——— - — = — a — 
Housing and municipal management 75 | 53 
Se —— ———— simile — —— = — — a — 
Personal public services i | 3.4 60 











In January-May of this year 31 percent of all surveyed 
enterprises of the Russian Federation suffered a loss (as 
opposed to 17 percent in January-May 1993), including 22 
percent and 8 percent respectively in industry, 27 and 11 
percent in construction, 42 and 32 percent in transporta- 
tion, and 40 and 37 percent in personal public services. 
The total losses for 5 months of 1994 were R4.5 trillion. 


A sizable proportion of unprofitable enterprises existed 
in petroleum extraction, nonferrous metallurgy, timber, 
gas and coal industry (33-49 percent). 


Credit indebtedness of surveyed industrial and agricul- 
tural enterprises and of construction and transporta- 
tion organizations was R99 trillion as of | June of this 
year, to include R42 trillion or 42 percent overdue (as 
of | May of this year—correspondingly R89 trillion 
and R37 trillion or 41 percent). Indebtedness to sup- 
pliers represented 68 percent (R28 trillion) of the total 
overdue credit indebtedness of these sectors, while the 
amount owed to the budget represented 21 percent 
(R9 trillion). 
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Data on overdue credit indebtedness as of 1 June 1994 in the most important industrial sectors are presented below: 


































































































Number of Enterprises With Overdue Credit Indebtedness, Billion Rubles 
ee Overdue Credit Indebtedness 
Total Including: 

ee Owed to the Budget Owed to Suppliers 
Industry—total 11810 33205 6928 22916 
Including: —_ 
Electric power i [ 168 3896 498 3188 
Fuel industry ; 394 12381 4163 1377 
Ferrous metallurgy —_ J 7 158 2550 194 2009 7 
Nonferrous metallurgy _ | _ 131 1631 188 | 199 
Chomsies! end pewechemical indentry | 339 3123 154 2687 
Machine building and metalworking Tt 2895 $226 1037 3185 
Timber, wood processing and 1971 1212 262 777 
pulp-and-paper industry 
Glass, porcelain and glazed pottery 7 | 80 54 4 —_ 47 —_ 
industry | 
Light industry es se 1355 557 | 107 382 
Food industry OL 2046 1146 a ee 842 

















The greatest proportion of overdue credit indebtedness in the total amount of credit indebtedness was observed in 
timber, wood processing and pulp-and-paper (52 percent), microbiological (53 percent), petroleum extraction (54 
percent), chemical and petrochemical industry (54 percent), peat (57 percent), coal (58 percent) and gas industry (67 


percent). 


The dynamics of overdue credit indebtedness in 1994 are shown in the following table: 











indebted ness—total 


| 
Rate of growth of overdue credit | 





Including: 





Industry 





Construction 





Agriculture 





Transportation 


























1 Apr 94 as % of 1 Mar 94 1 May 94 as % of 1 Apr 94 1 Jun 94 as % of 1 May 94 
122.0 121.1 112.8 
119.8 124.0 112.6- 7 
116.6 120.8 112.6 
= ™ riasiniaiinamamiinaneumeneresiaaiasas — ainwescnind i - 
120.4 104.9 109.7 
161.4 101.3 117.6 ; 





A significant increment in overdue credit indebtedness 
was observed in April 1994 in enterprises of petroleum 
extraction industry (18 percent), glass, porcelain and 
glazed pottery (19 percent), clothing (24 percent), elec- 
tric power (24 percent) and gas industry (88 percent). A 
certain stabilization of the status of mutual settlements 
was achieved in individual sectors. For example the rate 
of growth of overdue credit indebtedness at enterprises 
of ferrous metallurgy and of flour milling, groats and 
combined feed industry decreased in April of this year 
correspondingly by 7 and 19 percentage points. 


The proportion of enterprises with overdue credit 
indebtedness as of | June 1994 was 53.9 percent, as 
opposed to 52.8 percent as of | May 1994. 


As of | June of this year all debit indebtedness attained 
R88 trillion, to include R40 trillion or 45 percent 
overdue (as of | May of this year—correspondingly R79 
trillion and R36 trillion or 45 percent). In this case R35 
trillion or 80 percent of the total amount of overdue 
indebtedness was represented by overdue indebtedness 
for delivered products, completed work and rendered 


Services. 
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Data on overdue debit indebtedness in the main sectors of industry are presented below: 


















































Number of Enterprises With Overdue Overdue Debit Indebtedness, Billion Rubles 
Debit Indebtedness 

Total Including Amount Owed to Customers 
Industry—total 13259 30843 26668 
Including: 
Electric power 179 4892 4580 
Fuel industry 404 10459 9024 
Ferrous metallurgy 169 3161 2718 
Nonferrous metallurgy 148 967 905 
Chemical and petrochemical industry 373 2788 2458 
Machine building and metalworking 3168 4712 3447 
Timber, wood processing and 2107 863 755 
pulp-and-paper industry 
Glass, porcelain and glazed pottery 95 65 oa 61 
industry 
Light industry 1512 533 499 
Food industry 2500 975 a 870 a 














The largest proportion of overdue debit indebtedness in 
the total amount of debit indebtedness was observed in 
coal industry (5! percent), construction materials (51 
percent) petroleum extraction (52 percent), timber, 
wood processing and pulp-and-paper industry (52 per- 
cent), chemical and petrochemical (54 percent), micro- 
biological (56 percent), peat (66 percent) and gas 
industry (78 percent). 


Nonpayments between enterprises are delaying receipt 
of income by the budget. The amount owed to the budget 
by enterprises and organizations of industry, construc- 
tion, agriculture and transportation was R16 trillion, to 
include R9 trillion or 54 percent overdue (as of | 
May—correspondingly R15 trillion and R7 trillion or 46 
percent). 


A sizable proportion of overdue indebtedness to the 
budget was present in timber, wood processing and 


pulp-and-paper (61 percent), petroleum extraction 
industry (63 percent), electric power (64 percent), peat 
(65 percent), coal (69 percent) and gas industry (85 
percent). 


Due to a shortage of internal resources enterprises were 
forced to take out loans. The amount owed on bank loans 
by enterprises and organizations of the surveyed sectors 
reached R19 trillion, to include R3 trillion or 14 percent 
overdue. 


The sizable dimensions of the nonpayments are influ- 
encing the financial stability of the enterprises and 
organizations, and their solvency. 


The dynamics behind the ratios between the monetary 
resources and overdue indebtedness to suppliers in 
industry, construction, agriculture and transportation 
(solvency) were characterized by the following data in 
1994: 






































As of Beginning of Month, % 
OO 1 Jan 94 1 Apr 94 1 May 94 ijun94 
Monetary resources as % of overdue $2.3 33.3 na |. 292 
indebtedness to suppliers—total 
Including 7 oo OB 
Industry _ 50.7 31.9 68 + 26.3 
Construction 41.7 19.6 17.7 18.9 
Agriculture 43.6 4 “28 )~)©)COU)t~<isSstsi‘SSSDCSC‘C™S 
Transportation 96.2 90.5 | 51.4 52.8 
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As is evident from this table, monetary resources cov- 
ered half of overdue indebtedness to suppliers as of the 
beginning of the year, and only 27 percent as of the end 
of May. 


Overdue indebtedness related to wages and other mon- 
etary payments to workers of enterprises and organiza- 
tions of industry, construction and agriculture (not 
including resources transferred to accounts held by 
workers in banks) was R3,421,100,000,000 as of 1! July 
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1994. It grew in June by 16 percent in comparison with 
the previous month, including by 18 percent in industry 
and agriculture. 


The number of enterprises carrying debts grew by 3 
percent in the second quarter in Russia as a whole, while 
in 13 regions it decreased. Data on the number of 
enterprises with overdue indebtedness related to wages 
and the amounts owed are presented in the following 
table: 

























































































1994 
1 Jan 1 Feb 1 Mar 1 Apr 1 May 1 Jun 1 Jul 
Number of enterprises with indebtedness related to 23.6 31.0 35.0 32.2 30.3 32.9 33.2 
wages and other payments—total, thousands 
Including: 
Industry 4.9 7.2 8.3 6.9 6.6 7.4 7.2 
Construction 4.1 6.4 7.4 6.1 5.9 6.36.1 
Agriculture 14.6 17.4 19.3 19.2 17.8 19.2 19.9 
Number of enterprises with indebtedness related to 36.4 47.7 54.0 49.7 45.6 48.4 48.3 
wages and other payments, % of total number of 
enterprises—total 
Including: 
Industry 21.7 33.6 38.8 34.3 31.8 34.1 32.8 
Construction 25.8 41.3 47.4 39.0 35.8 37.7 36.0 
Agriculture $4.5 62.1 69.4 66.2 60.7 65.1 66.7 
Overdue indebtedness related to wages and other 766.1 1681.3 1978.5 2341.6 2435.0 2940.8 3421.1 
payments to workers—total, billion rubles 
Including: 
Industry 364.0 933.6 1044.2 1311.1 1405.5 1774.0 2092.3 
Construction 115.1 284.4 371.4 414.1 459.1 518.9 565.6 
Agriculture 287.0 463.3 562.9 616.4 570.4 647.9 763.3 
Overdue indebtedness related to wages and other 81.2 93.4 122.9 130.1 124.3 137.6 146.0 
payments as percent of resources allocated for the 
month for these purposes by enterprises carrying 
debts—total 
Including: : 
Industry 67.7 89.5 102.3 180.7 117.7 123.9 135.0 
Construction 75.0 88.5 135.3 145.5 155.5 141.1 153.8 
Agriculture 113.7 106.5 179.1 199.5 133.6 192.0 





The bulk of overdue indebtedness related to wages was 
observed at enterprises and organizations under state own- 
ership—44 percent, under combined ownership (without 
foreign participation}—31 percent, under private owner- 
ship—25 percent, and enterprises and organizations under 
municipal ownership and under the ownership of public 
associations and organizations—less than | percent. 


A significant part of overdue indebtedness related to 
wages was at enterprises of machine building and met- 
alworking (28 percent of the total indebtedness in indus- 
try), fuel (25 percent), nonferrous metallurgy (12 
percent) and timber, wood processing and pulp- 
and-paper industry (9 percent). 


Indebtedness related to wages over a month In arrears as 
of 1 July 1994 was R1,/05,800,000,000 or 50 percent of 
the total indebtedness for the three sectors of the 
economy, including R94.7 billion (48 percent) in 
industry, 280.6 billion (SO percent) in construction and 
430.5 billion (56 percent) in agriculture. 


Insufficiency or absence of funds in the settlement 
accounts of enterprises and organizations is the main 
reason for indebtedness related to wages and other 
payments. Because customers failed to transfer funds to 
them for finished products, work and services, enter- 
prises and organizations failed to issue wages to workers 
on time amounting to R3.1 trillion owing to the fact that 
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the amount earned was R300 million less than the are directed into agriculture, 1-2 percent each are 


amount allocated for wages. directed into construction, transportation, personal ser- 
Beginning in March 1994 the rate of growth of long-term vices, procurement, and supply and marketing, and 5 
credit surpassed the rate of growth of short-term loans. percent are directed into trade. A significant part of 


The proportion of long-term credit in the totalamountof credit investments are transferred to enterprises without 
credit investments began gradually increasing: In March a specifically expressed sector specialization (around 50 
it was 3.6 percent, and in May it was 4.7 percent (it percent). 

dropped in the course of 1993 from 5.1 percent in 

January to 3.5 percent in December). Over 30 percent of The dynamics of credit investments into the economy in 
credit investments are directed into industry, 8 percent 1994 are shown in the table, trillions of rubles: 












































1994 
— _ —>—-——___—_____—— —.—— ; , a 
1 Jan 1 Feb 1 Mar 1 Apr 1 May | I Jun 
Credit investments 30.0 33.1 35.4 38.9 43.7 48.0 
Se Cl ee Se i a _——— — 
Including: 
Short-term [ 29 0) 32 ft) | 34) Ws 419 457 
= 2 ———_—=$ —_— - + > + 
% of total | 96.5 96.7 96.7 96 4 O58 95 3 
-—— — —-—+4-- —--— - ———— ee ~ > _ - > + - | 
% of | Jan 94 100.0 | 110.4 | 118.0 | 129 4 i444 1 6x 
Sof | an 94 | | 
Long-term 1.0 11 | 13 i 4 1.8 23 
— 4 a ” tT " + + } 
% of total 3.5 | 33 33 a, 4) 47 
eatliaaecicemnanenleceniacn ee Seen eeeeen | , } i 
% of | Jan 94 100.0 | 106.4 | 113.2 | 134.2 | Bx | 2.2x 
Kuzbass Coal Field Conditions, Problems Viewed have almost been sunk, a motor road has been built, and 
944E 11164 Moscow RABOCHAYA TRIBUNA in Russian‘ Failway bed is being laid. All this has been done 
29 Jul 94 pp 3, § basically with private capital. | would like to note that 


this mine will not resemble any of the presently existing 
ones. It meets the highest world standards 


{Interview with Mikhail Kislyuk by RABOCHAYA TRI- 
BUNA correspondent Anatoliy Parshintsey Rds For example, there will be 350 people on tts service staff, 
Kemerovo; date not given: “The Emperor of Japan Wore its annual capacity will be 3 million tonnes of coal, and 
Miners’ Clothes”] the production cost per tonne will be $2, while the 


—— average world price is $28 to $30. 
[Text] In June it will be 5 years since the memorable ii 


strike in Kuzbass, which shook the country. [Parshintsev] When will it begin to produce coal? 


Mikhail Kislyuk, chief economist of one of the coal pits, 
now head of the administration of Kemerovo Oblast, was 
one of those elected to the oblast strike committee. We 
talked with him about the state of the region’s coal 
industry and about the miner's life. 


[Kislyuk] It already produces it, from the working. The 
official date for putting the mine into operation 1s 1996. 
The Taldinskiy pit 1s close to mastering the planned 
capacity. Its capacity 1s 2.5 million tonnes, and the 
production cost per tonne is $6. This is now, during the 
(Parshintsev] Mikhail Borisovich, the following was one _ Period of mastering. After technology 1s refined, the cost 
of the main demands of strike committees: To grant per tonne will be lower. In general, we have the following 
economic freedom to the region. Well, have you gained _—‘ task: _To exploit the Yerunakovskiy Region and all its 


it? deposits according to world standards. 
[Kislyuk] A few days ago, I visited the “new coal In my opinion, from these examples, anyone can become 
Kuzbass.” I covered the entire territory of the Yerunak- convinced: Kuzbass was, 1s, and will be. We are capable 


ovskiy Region. This is the name of the richest deposit of competing on the world market. 
located east of Novokuznetsk, Prokopyevsk, and Kise- . 
levsk. It received the official name of Eastern Kuzbass. I [Parshintsev] You are delighted with the rates and 


was struck by what I saw, although from plans, papers, quality of construction of new mines and pits. In your 
and documents I have long known about what is opinion, what has happened with our mine builders? 
unfolding there. I closely followed the development of — After all, the same people, who, probably, have more 


this region, because I was one of the initiators of its than one coal project to their credit, are building them.. 


establishment and development. 
r [Kislyuk] Yes, I] have not seen such rates and such 


Here is mine No 7 at the Sokolovsk section. Work began quality before. I began to build the same Taldinskty pit, 
there in December of last year, and by now two shafts I was the chief of the major mining work section. We 
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were brought there almost by helicopters, then bull- 
dozers and equipment arrived, but there were neither 
roads nor conditions tor people. Engines of motor vehi- 
cles of the Belorussian Motor Vehicle Plant were heated 
up by torches) Now, however. in our time, which ts 
persistently called the period of collapse, huge block 
boxes, which freely house | 10-tonne carriers, have been 
built at the pit. However, they can also accept 170- and 
220-tonne carriers. The boxes are very well equipped. 


Please note another thing: Previously, fittings, broken 
concrete, bricks, and boards were scattered all over 
under our feet. One could break his legs. | no longer see 
this now. You ask: What has happened with builders? 
Nothing special. They have begun to take care of their 
work place and to efficiently spend the funds of their 
joint-stock enterprises, which are interested in the devel- 
opment of new deposits. After all, this is tomorrow’s 
bread tor the same builders and for their children, who, 
possibly, will come to work at the new coal enterprises. I 
would also like to emphasize the following: I am con- 
vinced that the present efficiency in the development of 
new coal reserves represents the mastering of the laws of 
honest entrepreneurship and good partnership. 


[Parshintsev] Where will the miners of new enterprises 
live? At their old addresses? In mine settlements? 


[Kislyuk] There are 40 kilometers of asphalt road from 
Prokopyevsk and 80, from Novokuznetsk. We will no 
longer use the old methods—a mine and a settlement 
around It. 


Precisely in such a way did we establish dozens of 
barracks-type miners’ settlements. They had neither 
water nor heat. People lived and suffered from the 
unsettled state. I experienced all this myself in the 
settlement of the Kedrovskiy pit—dirt on the streets, 
cold in the apartments, no sports installations, and no 
club. A club was built in Kedrovka when I finished the 
10th grade. 


In Eastern Kuzbass everything will be different. Even if 
a person rises one hour earlier in order to get to work, he 
will return not to a neglected settlement, but to a city 
where everything 1s available and domestic conditions 
are incomparable with miners’ “cabins.” 


[Parshintsev] Mikhail Borisovich, the picture you 
painted, of course. 1s in no way comparable with the 
miners’ present situation. However, Eastern Kuzbass 1s 
not yet the er ire Kuzbass. How will it be with other 
miners’ cities, their workers, and, finally, coal enter- 
prises? After all, in the oblast there are hundreds of 
mines and pits with a total personnel of 200,000 plus 
their families.. 


[Kislyuk] I] will talk about the main concern in the 
conclusion. Now about what we plan—we, that 1s, the 
oblast administration, and the Rosugol Company, which 
helps us actively in the solution of miners’ problems. Let 
us analyze the existing situation. 
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Basically, we solve the problems of miners in 
Novokuznetsk, Prokopyevsk, and Kiselevsk by opening 
a new deposit—Yerunakovskiy. Mezhdurechensk has its 
own excellent deposits, it still has to do endless work. 
Nor do cities of Leninsk-Kuznetskiy and Belovo have 
problems as yet—they simply must learn to extract 
competitive coal. 


The situation in mines of old coal regions— 
Anzhero-Sudzhensk, the Kemerovo pit, and the city of 
Berezovskiy—is more complex. They have their prob- 
lems. Some of the mines in these cities will have to be 
closed sooner or later. 


What way out do we, the administration, propose? We 
have declared the year 1995 the year of rural areas. We 
have been preparing for the “rush” on rural areas for 
three years. I understand the year of rural areas as 
follows: It 1s purposeful to allocate subsidies for the 
construction of the processing base, road construction, 
and establishment of the repair base. | am convinced 
that, if we establish new work places, people will go to 
rural areas. Moreover, the north of Kuzbass 1s a region of 
fine pastures and livestock breeding. In addition, people 
are badly needed for work on improving cities and 
workers’ settlements. After all, in Kuzbass the social 
sphere 1s in an extremely painful situation. 


{Parshintsev] From the standpoint of the last five years, 
what do you think about the working class movement? 


[Kislyuk] For me, this ts a very complex question. But 
not in terms of what I think about the working class or 
some other movement. The main thing is that | am 
understood: I am not at all an advocate of any move- 
ments. 


For two reasons. First, such a politicized movement 
presupposes, for example, a revolutionary method of 
solving the problem, which in itself is harmful in any 
event. Second, this divides people: miners’, teachers’, 
physicians’, and peasants’ movements. All these move- 
ments, which passed in front of our eyes, were caused by 
unsolved problems. 


For myself 1 drew a conclusion from the last five years: It 
iS necessary to constantly see the central problems and 
the reefs, which hamper society's forward movement— 
on the economic, social, and political plane. And to help 
the evolutionary development of society. Then there will 
be no surges. Any strike wave indicates that not every- 
thing 1s normal in society, here and there things have 
come to a head. The CPSU did not want to see such an 
abscess... 


[Parshintsev] Do you think that July 1989 will not be 
repeated? 


[Kislyuk] If all of us try to block the developing eco- 
nomic processes and to freeze them, sooner or later a 
repetition will not be avoided. In my opinion, however, 
democracy and economic freedom are gaining the upper 
hand, and this is the normal path of development. If this 
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tendency remains, the year 1989 will not be repeated. If 
in 1989 there was a 100-percent nationalization of the 
coal industry and its boss was a minister, of course, he 
also bore full responsibility for the course of the sector’s 
development. A lot of joint-stock companies have arisen 
now. The working class movement now finds other 
forms of organization—through trade unions. 


I am often asked: Why did Kuzbass not support Vorkuta 
during its difficult days of the strike? The answer is 
simple: We began to reorganize ourselves before Vorkuta 
did; we realized earlier that to shut down a mine or a pit 
means to strike a hard blow at ourselves. 


[Parshintsev] Mikhail Borisovich, sometimes a some- 
what sad note creeps into your statements: Here in 
Kuzbass we keep struggling and struggling... If only you 
gave us support, some assistance. On whom do you 
count? Does anyone need our “useless” Kuzbass? 


{[Kislyuk] Those that are interested, let them know: 
Kemerovo Oblast can extricate itself from problems 
quite normally... without coal! In the last resort, we will 
always provide ourselves with fuel. However, coal is a 
Russian and a state problem. In essence, except for 
Kuzbass there are no large coal reserves in Russia. The 
coal in localities near Moscow and Rostov coal—this is 
by no means Kuznetsk coal. Vorkuta? Yes, the coal there 
is of good quality. However, this is the transpolar region! 
Why, on account of 10 million tonnes should people be 
kept in the cold there? We can “pump” these 10 million, 
if they are “requested” from us, in one month... 


[Parshintsev] However, I am again returning to the 
problem: What is to be done with the people? We will 
pump, but, at the same time, we will leave tens of 
thousands without a piece of bread... in the same 
Vorkuta. 


[Kislyuk] There is a way out of this situation. What is it? 
I am not talking about Vorkuta. I will talk about my 
Kuzbass. Let us assume that a mine is shut down. A 
10-year plan is developed. During that time no one is 
hired, people go out to the surface, retiring on a pension, 
and the mine dies away. This is one way. 


Second. Let us assume that a mine in Leninsk- 
Kuznetskiy does not withstand competition. It gradually 
closes down temporarily and a small service personnel 
remains at it, looking after it until new mining technol- 
ogies appear and it can revive. Or a third variant: A mine 
that is dying away falls into skilled hands and begins a 
new life. 


However, the main thing is what I am leading up to. 
Look at the history of development of the coal industry 
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in various countries. The coal industry of the United 
States and Germany spurred the development of the 
country’s power. The emperor of Japan himself went 
down to a mine in order to inspire miners. The USSR 
itself stood on its own feet not without Stakhanov’s help. 
Such an efficient and clear program for the development 
of mines and pits is also needed now. However, only for 
each one separately. And, on the whole, for the entire 


region. 


Kuzbass has launched a promising, new undertaking— 
the development of Eastern Kuzbass. In order to realize 
this idea in quite an efficient and rapid manner in the 
interest of all Russia, our efforts and those of the Rosugol 
Company alone are not enough. The region and the 
sector, which have found a common language and have 
begun to work actively hand in hand, need energetic 
state support and a program for the development of the 
coal industry, which takes into consideration nationwide 
and regional interests. 


After all, the most interesting thing is that we do not ask 
the government for money. We say: A vast amount of 
money will be saved if the state stops subsidizing lagging, 
unprofitable coal enterprises and simply pays wages to 
miners, at the same time, saving funds for material 
resources, spare parts, electric power, water, and so 
forth. Above all, we would stop ruining people in our 
adits, which lag in technology to the extreme. 


For the same wages, let people asphalt streets and repair 
housing, sewer facilities, and water supply, let them go to 
the service sphere and to rural areas, and let them engage 
in work they like... After all, we need a great deal of 
manpower in order to finally put the domestic sphere in 
order... 


[Parshintsev] Mikhail Borisovich, I have grasped your 
thought: The restructuring of the coal complex, just as of 
the military-industrial coraplex, requires an efficient 
program, but it does not exist, although not only we, but 
all Russia, need Kuzbass coal. Kuzbass has inexhaustible 
possibilities to give it to the country. And to bring the 
state considerable income from the development of 
Eastern Kuzbass. After all, in the new region, there are 
only 46 billion tonnes of explored coal reserves. It is 
deposited in such a way that it can be extracted both by 
the mine and by the quarry method. As I understand, at 
this stage Kuzbass badly needs government support... 


[Kislyuk] Yes. Both in order to develop the new basin 
and to get around the sharp corners of economic and 
social turns connected with the dying away of old coal 
enterprises. 
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Dynamics of Average Prices of Power Generating Coal and of Its Shipments, R/tonne 
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On Stabilizing Work of Railway Communications 
Procedures Need Upgrading 


944E1165A Moscow GUDOK in Russian 26 Aug 94 p 2 


[Article by N. Kovriga, chief of Northern Railway infor- 
mation computer center: “Time of New Decisions”’] 


[Text] In our opinion the newspaper raised a pressing 
issue in the article titled “Electronic Service on the 
R-ilway Lines” (GUDOK, 19 July 1994). That is espe- 
ci. ‘y so on the eve of the expanded Ministry of Railways 
cé6.)6gium in September in the course of which it is 
plai. ed to study measures designed to ensure stable 
opera.ion and prospects for the development of communi- 
cations, signalling, and computer equipment on the 
railway lines. 


For personnel of the information computer centers 
(IVTs), discussion of that problem at such a high level is 
a very important event, since many pressing questions 
have evolved which demand resolution on a branch 
scale. One can only hope that our problems will not get 
lost in the discussion of apparently no less important 
signalling and communications issues at the collegium. 


The difficult financial and economic situation which has 
formed in recent years on the railways and in the country 


as a whole, has affected the pool of computer equipment 
as well. Even those systems that successfully met the 
requirements of technological processes in transporta- 
tion subdivisions—computer-aided system of shipping 
management (ASOUP), the Ekspress-3 ASU [Automated 
Control System] for the sale of passenger train tickets, 
IODV [Integrated Trip Sheet Processing], MM [Engineer 
Routing], and others, are developing at rates that are far 
from what is required. The development of ARM [Auto- 
mated Work Places] led to a situation where it would 
appear that enough of them were created, yet there is no 
mass scale or system for implementation of the typical 
ones. 


A similar situation exists in the resolution of many tasks 
pertaining to technical equipment, software mainte- 
nance, and other issues. It turns out that, on the one 
hand, a certain potential has been reached in the 
economy, and quite a lot was accomplished, but on the 
other hand there is too much variety and a poor assort- 
ment, which hinders normal progress. 


In our opinion a situation is objectively developing 
today where the basis of progress in the branch has to 
consist of the newest processing methods. Computers are 
called upon to play a key role in their creation. Therefore 
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the way in which we establish their tasks and how we 
organize their realization will determine the success of 
the undertaking. It seems that the time has come for a 
serious new “spurt” in the use of computers and auto- 
mation of numerous technological processes in transpor- 
tation on that basis. We see this as a way of solving many 
problems, including economic. 


Such a “spurt,” however, requires a concentration of 
effort. Specifically concentration, and not the diversity 
we have today on the railways and in the network as a 
whole. Therefore the most important task must appar- 
ently be the elaboration of a general plan for the devel- 
opment and operation of computers in accordance with 
the level attained at the present time. There is experience 
in Carrying out such elaboration. What is most important 
is to single out in that plan the directions that are not 
only of the greatest significance for the branch, but those 
that can also be effectively realized within a short period 
of time. 


Favoring these directions in the general plan, it is fea- 
sible to regroup the forces that are presently scattered 
and dispersed. Every railway IVTs has a certain potential 
and perhaps not a clearly defined but a perceptible 
specialization. After consolidating the efforts of the IVTs 
in a certain direction, reinforcing them with appropriate 
scientific and engineering forces (which also exist, but, 
we believe, are scattered) it is possible to create a staff 
capable of resolving some serious problems. 


All elaborations in the main directions should be con- 
ducted only in typical variants. Only such an approach ts 
effective for the swiftest possible increase in our possi- 
bilities in the use of automated control systems, which in 
turn will make it possible to shorten the time required 
for elaboration and introduction, while decreasing 
expenditures, whereas unity of processing methods will 
ensure maintenance and operation of systems and ful- 
fillment of tasks, which opens up fresh possibilities and 
prospects. 


In passing, let us also touch on the maintenance of 
systems and performance of tasks. Experience available 
in the branch indicates that many maintenance and 
performance problems can be resolved through central- 
ization, including the financing of that process. More- 
over, that will create a big stimulus for the fastest 
possible introduction of typical systems and series of 
tasks on the railways, which is not unimportant. 


The most important question in our future is the policy 
of supplementing and renovating computer capacities, 
particularly with large computers. Here, in our opinion, 
it is necessary to recognize unequivocally that expansion 
of computing capacities being carried out today through 
the use of foreign-made computers of the IBM type 
which have been used in the past is a forced short-term 
measure. Inasmuch as the domestic production of large 
computers has practically ceased, there is no alternative 
to the use of new computers of the IBM firm in the 
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branch. It is necessary to stress that, making the long- 
term decision with regard to equipment supply, it 1s 
necessary to conduct a rigid policy requiring the delivery 
of a single type of equipment to the railways, fully 
excluding any type of “independent” alternatives. 


Such an approach wil! naturally also determine the 
direction in the utilization of operating systems (OS). We 
must avoid the situation which has today formed with 
OS TKS and MVS, which hinders development and 
causes excessive losses on their implementation and 
operation. Only promising OS should be accepted for 
assimilation and utilization while following the same 
rigid policy calling for unity in the systems. 


It seems that typical designs must also comprise the basis 
for resolution of the problem that is specific to the 
railway—organization of data exchange. The difference 
may consist of utilization of various communication 
channels, their number and correlation, ramification of 
the network, etc. Data exchange, however, must be based 
on typical complexes serving as technical means—data 
teleprocessing systems (PTD). message switching centers 
(TsKS), and others, as well as on typical modern data 
processing software. 


Realization of what was proposed will require an appro- 
priate attitude toward problems peculiar to the main 
committees and administrations of the Ministry of Rail- 
ways, as well as railway services and departments. The 
general plan for development of computers worked out 
with their participation must form the basis of interaction 
at all management levels. At the same time the principle 
“do what we are paying you for’ must not apply if the 
“what” is diverted away from the projected tasks. That 
applies in equal measure to new elaborations of systems 
and their introduction and to the acquisition and delivery 
of technical means, development of communications, etc. 
It seems clear that we are speaking not about infringing 
someone's interests or hindering utilization of computers, 
but about concern for full and swift realization of the 
provisions of the proposed plan, about responsibility for it, 
which, in our view, must be equa! both for the computer 
and ancillary services and administrations. 


Work designed to provide data services must be differ- 
entiated into one of the principle directions of the plan 
by virtue of economic difficulties. Unity of approach, 
typical character of the elaborations, and data exchange 
are also important here. By the way, this direction will be 
able to produce a certain effect within a very short period 
of time, and, in addition to that, will allow the elimina- 
tion of various types of “hangers-on” in the form of 
commercial structures 


A few words about organizational measures. Unity of 
action is necessary. Its coordination may be achieved 
only through rational management of that process. The 
choice between organization of a special administration 
in the ministry, subordination of railway IVTs directly to 
the GVTs, creation of an association or a joint- stock 
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company—these are all difficult questions. Probably the 
only thing that is clear is that affiliation of the computer 
system with the signalling, communications, and com- 
puter administration would not be beneficial. Therefore 
the organizational question appears to be a priority issue 
at all levels, from the Ministry of Railways to the 
departments. 


On the Northern Railway, computer centers were created 
in the departments as well. Experience has indicated that 
this is a good measure. An overall tendency toward inde- 
pendence today, however, is being manifested, which 
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interferes with the work at hand. Therefore organization of 
an “electronic service,” as it was christened by A. Loginov, 
author of the article in GUDOK, (designation of the 
service is not indisputable), would also suit those tasks that 
are imposed on the computer operators by time, and the 
role they play in the operational activity of railways today. 


We were prompted to come up with these thoughts and 
proposals by the article published in the newspaper. We 
admit that they are not indisputable, and therefore we 
would like to hear the views of our colleagues from other 
railways. 
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POLITICAL AFFAIRS 


Kravchuk Seen Unlikely To Head Opposition 


944K 22664 Kiev UKRAYINA MOLODA in Ukrainian 
30 Aug 94 p 2 


[Article by Oleh Olenyuk: “The Opposition: Between 
Kravchuk and... an Empty Place’’] 


[Text] To Europeans, accustomed to gauge the strength 
of the opposition by how much influence it wields over 
state institutions, Ukraine in 1990 presented a unique 
phenomenon, in which a strong parliamentary opposi- 
tion—the People’s Council—was almost totally lacking 
in such influence, while, at the same time, its popularity 
with the electorate was climbing sharply. In the end, the 
swell of opposition ideas was such that they came to 
dominate at the state level as well (the Declaration on the 
State Sovereignty of Ukraine and the Declaration of 
Independence were documents based in their entirety on 
the ideas of the opposition). In this situation, the ruling 
forces in Ukraine, then represented by the postcommu- 
nist conglomerate of members of the governing struc- 
tures, had to make a choice: They could either stage a 
counterattack that would most likely end in defeat, or 
they could resort to methods designed to gradually 
weaken the unified fist of the opposition. 


Of the two options, the ‘party of power” chose the second. 
Its implementation was entrusted to not just anybody, but 
to the then-president of Ukraine, Leonid Kravchuk. 
Without wasting much time, Leonid Makarovych turned 
to the ancient principle of “divide and conquer.” This 
strategy was fairly easy to realize, requiring only minor 
concessions in dividing power to the advantage of one 
segment of the former opposition in order to set it against 
the other. Kravchuk accomplished this task with lightning 
speed, using this cheap trick to win over to his side the 
whole Horyn-Skoryk-Pavlychko triumvirate of the Con- 
gress of National Democratic Forces [KNDS], together 
with the forces that backed them. Following this, any talk 
of the unity and integrity of the opposition was pointless, 
inasmuch as the rupture in relations between the leaders of 
one of its wings, headed by Chornovil and made up of all 
those who remained irreconcilable, and the above-named 
Congress, proved greater than inside the quartet consisting 
of Kravchuk and the KNDS “fathers.” To strengthen his 
paternal influence over the ‘““Horynite” faction of the 
national-democrats, Leonid Makarovych generously 
awarded them some viceroyships [krisla namisnykiv] and 
wholly uninfluential posts along the lines of “presidential 
counselor.” 


This foundation of cordial relations between the “party 
of power” and the ex-oppositionists was to have guaran- 
teed the former president a “cloudless” sky overhead 
and the assurance that there was no alternative to his 
remaining the head of state. However, the March elec- 
tions to the Supreme Council of Ukraine produced some 
alarming symptoms: the defeat of the “party of power” 
by the “Reds” in eastern Ukraine and the utter fiasco 
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suffered by the “Horynites” in the west. In this situation, 
the rise of anti-Kravchuk forces began to be clearly 
discernible on the country’s political horizon, and the 
president was forced to seek the support of previously 
disliked Rukh members and nationalists. Moreover, the 
reverse movement of the rightists and right-centrists 
toward Kravchuk was even stronger than the president's 
own actions. 


The uncertainty of the situation and the irresoluteness of 
the steps taken by the right-centrist opposition toward 
unification in the new parliament allowed the leftist 
forces to successfully play their card of dividing the new 
legislative body into factions by passing this off as the 
model for structuring the Supreme Council. Having 
created two strong factions of “Communists” and 
‘Agrarians,”’ the left succeeded in ensuring the coopera- 
tion of the two, thereby creating a situation in which the 
war for the votes of individual representatives of other 
factions became a mere technicality. For their part, the 
rightists and the centrists did not achieve unity, and the 
chasms that opened among their numerous factions in 
their approach to resolving specific issues or even with 
respect to their current political bearings only helped the 
opposition forces to fall rapidly and completely into 
“Brownian” movement. The result was the defeat of 
their representatives in the election of the parliamentary 
speaker and his deputies, as well as the defeat of Leonid 
Kravchuk, supported by the majority of the opposition, 
in the presidential race. Incidentally, an additional ele- 
ment in the paradoxical situation involving the election 
of the president was that those competing at the finish of 
the race for the highest office in the country were more 
clesely linked with the opposition than with the leftist 
forces dominating the parliament. The ultimate victory 
of Leonid Kuchma represents not so much the indi- 
vidual achievement of Leonid Danylovych as a defeat 
for national-democracy, and with it, for Leonid 
Makarovych. 


To be effective, today’s chaotic camp of parliamentary 
oppositionists is more in need of a leader than ever 
before. Moreover, it needs a leader who is not 
“obsessed” with the interests of some one faction or clan. 
Attempts to cast Vasyl Durdynets, the former deputy 
speaker and representative of the centrists, in this role 
have already failed. For the time being, the national- 
democrats, nationalists, and reformers are incapable of 
putting forward a worthy candidate from amidst their 
ranks because of a whole host of differences between 
their organizations. Consequently, only one hope 
remains: to wait for an “outsider.” The KNDS is pre- 
pared to assign this role of ‘outside’ savior to former 
President Leonid Kravchuk, who is currently running for 
the office of people’s deputy of Ukraine in the Tere- 
bovlya Electoral District of Ternopil Oblast. But how 
realistic is the role of leader of the opposition for Leonid 
Kravchuk? 


On the one hand, he might get the support of the 
representatives of the ‘party of power,” who are not in 
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lon Political. Feonomic Views 


LI/ERATURNA UKRAYINA 
Vo 35, 18 dug 94 pp 1, 4 

Viasol, prime minister of Ukraine, 
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the rayons and a rural council chairman in another 
where I had run earlier. Therefore, | “pertormed”™ strictly 
on the strength of my own “image,” and as you can see, 
it worked.... As far as my nomination as a candidate tor 
the position of prime minister, there had been talk of this 
even before the elections, about !.5 years before, 
although in all honesty, | had responded to such talk with 
great calm because | had not intended to resume this 
position. When the newly elected Supreme Council con- 
vened (you might recall that | was even nominated to be 
its chairman), such talk flared up with renewed strength: 
Vitaliy Andriyovych, let us work some more. It is indeed 
necessary to work for as long as there 1s energy and do 
something for the state if it is possible, if an opportunity 
is given. 


[Plyushch] Vitaliy Andriyovych, pardon me if the next 
question appears improper to you (alter all, we are aware 
of how difficult your relationship with the parliament of 
the previous term was and what preceded your resigna- 
tion). Nonetheless, we would like to ask this: To your 
mind, what was behind the hunger strike of the students? 


[Masol] It was a political action. with pressure being 
brought to bear on two sides; it 1s hard to say on which 
side it was greater.... From one side, pressure was applied 
by democrats who wanted to quickly come to power, and 
from the other (do not be surprised!) by “our own” 
CPSU headed by M. Gorbachev who made great efforts 
to this end.... I felt his attitude toward me through the 
attitude of S. Hurenko and V. Ivashko, later, on 18 
October 1991 [as published], when I talked to Chairman 
of the USSR Council of Ministers N. Ryzhkov for more 
than 2.5 hours in his office, M. Gorbachev called there 
N. Ryzhkov suggested that he talk to me, but Gorbachev 
flatly refused. This was happening when the students 
already were on a hunger strike and when the Govern- 
ment of Ukraine was seriously undermined.... All of it 
became clear to me; it merely confirmed my, shall we 
say, guesses.... | must say that I disagreed with Mikhail 
Sergeyevich on many issues and frequently argued with 
him, also when he went to America and promised to 
make a swift transition to a market economy although he 
did not know how to do tt, and on other issues. This 1s 
easy to verify: In the archives of the Council of Ministers 
of the former USSR, there 1s, for example, my presenta- 
tion at one of the meetings of the Council of Ministers in 
which I quite accurately predicted what was awaiting us 
in four years. | mentioned this briefly in my book 


[Plyushch] In comparing the previous and the current 
membership of the Supreme Council, which one would 
you prefer in terms of the professionalism and competence 
of the deputies? 


[Masol] You see, we simply do not have a professional 
parliament, at least not the kind it should be. First, a 
professional parliament does not need 450 people's 
deputies. To my mind, between 250 and 300 would be 
enough. Second, we have yet to establish what a protes- 
sional parliament is about and which issues it should 
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work on. For example, there are very many deputies in 
the current Supreme Council who combine parliamen- 
tary activities with work in state positions: managers of 
enterprises and departments, ministers, deputy minis- 
ters.... This causes considerable difficulties. It would be 
worthwhile to resolve these issues by way of the Law on 
Elections or by way of amending the Constitution. It 
should be definitely set forth: 250 or 300 people's 
deputies! Third, you will understand that people who 
have been elected to the parliament for the first time are 
not yet professionals at all; they have yet to gain experi- 
ence, especially in the creation of law. This is precisely 
why there occasionally is feverish seizing upon local 
problems, inability to focus on the main point, and haste 
in decisionmaking. Incidentally, the previous parliament 
was also guilty of that when decisions were made hastily 
and oftentimes under the influence of the general 
euphoria. 


As far as the current membership of the Supreme 
Council is concerned, I would call it more balanced than 
the previous one. It could become professional if (he 
laughed—note by V. Plyushch) there were not so many 
deputies and if it did not display such haste in decision- 
making in the absence of the proper assessment of the 
economic situation in the country. We do not need a 
great number of laws; we need the laws to work. The 
previous Supreme Council passed a great many laws, but 
most of them do not work. This harms our economy 
greatly. 


[Plyushch] To your mind, what should Ukraine be: 
under presidential-parliamentary or parliamentary rule? 


[Masol] I like the way it is arranged in France, Germany, 
and Austria... 


{Plyushch] What is your idea of cooperation between the 
prime minister and the government, and the president 
and the Supreme Council of Ukraine? 


[Masol] We should work, as the saying goes, as a team 
and pull our weight together rather than like the Swan, 
the Crawfish, and the Pike in the well-known fable; in 
unison, as a team of three horses. In this case, we will be 
able to “pull” the economy out of the crisis. If this is not 
the case we will end up in a still worse situation than we 
have faced so far. I believe that we have a strong 
foundation for joint cooperation, especially in stabilizing 
the economy 


[Plyushch] Do you think that presidential edicts on 
structural changes and ensuring leadership in the sphere 
of state executive power and on the leadership of the 
local structures of state executive power will cause a 
confrontation between the presidential authority and the 
Supreme Council, or the government? 


{Masol] The draft law on the Cabinet of Ministers has 
already been developed, and virtually a majority of the 
aforementioned points of the edict have been borrowed 
from there. However, there also are certain new aspects. 
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It will be possible to regulate them if the Supreme 
Council adopts the Law on the Cabinet of Ministers and 
the Law on Local Self-Government. Well, there certainly 
will be a debate. There will always be different points of 
view, and they should be considered and discussed... 


[Plyushch}] Once you became prime minister, you stated 
to the representatives of the press that you are in favor of 
market-economy relations in Ukraine, but the well- 
known economist Volodymyr Chernyak, according to an 
interview of his, believes that you have come to head the 
government in order to bring our country back to a 
planned economy. If you had an occasion to take part in 
a public discussion, how would you respond to your 
opponent? 


[Masol] I would respond thusly: If he believes that, 
before my arrival, the country was on the way to market- 
economy relations, he is in error. We are now rather at a 
very large bazaar. It is high time to grasp that planned 
structures operate throughout the world, including 
places where market-economy relations prevail. All 
states invariably have ministries of the economy that 
make quite precise projections. No state gets by without 
such a projection (or plan). So, let Mr. Chernyak go and 
look, and later tell us which state operates in the absence 
of a projection. Be it a government, a ministry, or a 
commercial structure, all of them make calculations 
ahead of time. They do not do without planned regula- 
tion anywhere. Mr. Chernyak should know this as a 
theoretician. Yet, on occ’sion, there is too great a 
distance between theory @.id practice.... 


[Plyushch] The fashionable word “team” has now taken 
root; obviously, you will not do without one, either. On 
what principle do you intend to put together your 
“headquarters?” Will you fully renew it, or will there be 
a place for the “old” staff, too? 


[Masol] My view of such things is very simple: At 
present, professionals and young people should work for 
the government, the former—in order to help the young 
people master the matters of state whereas the latter 
provide courage, strength, and energy. Let them work 
and generate fresh ideas. The state will win, all of us will 
win from this combination of experience and youthful 
enthusiasm. I believe the desire of certain leaders to 
rapidly replace key staff upon assuming their positions to 
be the greatest error. 


[Plyushch] It 1s known that the condition of the economy 
depends to a considerable degree on the effective oper- 
ation of the banking and financial system, which fre- 
quently “spins its wheels” in our country. Do you intend 
to use radical measures in order to restructure this 
system? What is your vision of the role of commercial 
banks in building up the state? 


[Masol] Since we have already announced that we are 
proceeding toward market-economy relations, we should 
create a banking system first of all; to be precise, create 
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it because we have destroyed the old banking and finan- 
cial system in three years and we have not yet created a 
new one. This might be the main problem at present— 
for the banking system to start working. An independent 
and sovereign Ukraine, a state of law, simply will not be 
able to exist without it. Meanwhile, we have already 
allowed numerous mistakes to occur.... Look at commer- 
cial banks. They are virtually not working for the state. I 
believe that the loss of control over them by the National 
Bank is one of the reasons why. No, you should not think 
that | am against commercial banks; on the contrary, 
there should perhaps be even more of them but under the 
control of the National Bank. Besides, commercial banks 
should not engage in, pardon the expression, highway 
robbery, which is what we sometimes get to see. If I were 
chairman of the board of the National Bank, I would first 
of all audit the banks that announce that they can pay 
1,000 or 3,000 percent annually! Where are these funds 
from, from what sources? Throughout the world, it is 2, 
3, well, 10 percent annual interest, and you see yourself 
what 1s happening here. 


[Plyushch] To your mind, when and under what circum- 
stances will stabilization occur in the economy, and when 
and from which sources will a stabilization fund sufficient 
for the introduction of the hryvnya be generated? 


{Masol] As I see it, stabilization can occur no sooner than 
in one to 1.5 years. At present, the main task is to stop 
the rapid decline in production and the volume of sales. 
If we do not do this, we will arrive, so to say, at complete 
Stagnation in the economy. As far as the hryvnya is 
concerned, about which there is now so much talk about 
it as a panacea, I do not subscribe to the views of 
politicans and economists who believe that we should 
introduce the national currency right now or promptly 
generate the stabilization fund. At the expense of what is 
it to be created? At the expense of working capital or 
credit funds? This means ultimately wrecking our 
economy. We should not do this; this much is clear. 
Therefore, the issue of the hryvnya introduction is not a 
present-day problem. We have already lost a lot when we 
hastily introduced coupons, hastily left the ruble zone, 
and so on. We should prepare for this affair in a major, 
substantive way. We should prepare today, and prepare 
tomorrow.... Once we feel that we are adequately pre- 
pared, we will decide on what date to introduce the 
hryvnya.... 


[Plyushch] Judging from your initial interviews, you 
come out for the closest possible cooperation with the 
former republics of the USSR, for preferential orienta- 
tion toward the “Eastern market.” Which form of 
mutual relations would you favor: the one that currently 
exists (the CIS), a renewed federation, confederation, or 
relations based on bilateral agreements between CIS 
countries? 


{Masol] I favor the development of economic relations 
on the basis of bilateral agreements. This is the most 
promising way. 
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{[Plyushch] As you see it, how realistic is the readiness of 
G-7 to help Ukraine to stabilize its economy and solve its 
problems associated with nuclear power stations? 


[Masol] In the government, we are convinced that we 
should count only on ourselves, and this determines the 
direction for our work. If they help us it will be won- 
derful; if not, we know that we will survive on our own. 
G-7 has made such a decision but my attitude toward it 
is not that of mistrust, but rather balanced and realistic. 
The point is that the United States of America has 
already promised to help us when we begin to destroy 
nuclear weapons. We have already done this in part, but 
we have done this at the expense of our own budget in 
which there were large holes to begin with, and now they 
have become even larger. Meanwhile, to this day, 
nobody has provided the assistance promised.... There- 
fore, let us weigh it realistically. Deeds should not be a 
departure from words. There have been words and 
promises, but whether there will be business rernains to 
be seen... 


[Plyushch] Having resigned, you certainly could not but 
follow the actions of your successors. It is not the custom 
in Our country to seek the advice of one’s predecessors. 
However, let us assume this, if V. Fokin, L. Kuchma, or 
Yu. Zvyahilskyy had approached you at that time, what 
would you have suggested to them”? 


[Masol] | came myself to all three of them and gave 
advice on what should have been done in particular 
situations. However, everyone listens to advice and 
makes his own decisions. This was also the case here. 


[Plyushch] Has your advice been put to use in any way? 


[Masol] I have told you that everyone makes his own 
decisions. They did as they saw fit; you see their decisions 
in practice. 


[Plyushch] You were born and grew up in the Chernthiv 
area, in a land which has given many famous names to 
Ukrainian culture—from Oleksandr Dovzhenko and 
Pavlo Tychyna to our contemporary Yuriy Mushketyk. 
What is your view of the role of literature in the life of a 
society? 


{Masol] It is hard to overestimate the educational role of 
literature, especially for the generation that is growing 
up. I would like to arrive at a situation whereby our 
writers will not go into politics, for example, but will 
engage directly in their creative pursuits and write good 
works—poetry, stories, and novels—in the Ukrainian 
language. We talked, and still talk very much about the 
Ukrainian language, but for some reason our writers do 
not express their outrage over the appearance of an 
excessive number of foreign words, English and French, 
in our language. Announcements and signs are in English 
or French. You walk along the Khreshchatyk, and the 
sign says “shop” [transliterated from English in the 
original]. Not all of the people understand what this 1s 
And even if they do, how ts it better than our word, for 
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example, “shop?” So, we would like specifically the 
writers to take care to preserve the purity of our native 
language 1n order to propagate it in every way possible. 


[Plyushch] Writers frequently speak out in LITER- 
ATURNA UKRAYINA on this point. It might be that 
you just do not get around to reading our newspapet.... 


{Masol] Why, I do read it. | am not saying that they do 
not speak out, but they do, as the saying goes, in 
extremis, when, for example, L. Kuchma talks about 
granting the Russian language official status. Inciden- 
tally, in this case | would support the writers: There 
should be just one state language—Ukrainian. However, 
we should not use coercion in any case. If a person 
speaks Russian or the languages of other ethnic minori- 
ties, let him talk. What do we want—for this person to 
master the Ukrainian language within one week? This 
takes time. Besides, we do not have adequate textbooks 
for this, either. We have yet to prepare and produce 
them, and this will take years.... Incidentally, this is also 
the case with colleges (we now call all of them, without 
distinction, universities): No matter how many direc- 
tives are issued on instruction in Ukrainian, we will not 
get going without the necessary textbooks. We must do 
this anyway 1f we want ours to be the state language. 


[Plyushch] At present, it 1s extremely hard to publish 
something, including textbooks; book publishing is 
decaying before our very eyes.... 


[Masol] | am aware that it is hard. So, are we to throw up 
our hands? We are already doing something to rectify the 
situation. For example, | would like to cancel the tax 
(so-called value-added tax) on paper for printing text- 
books, and I have given relevant assignments. Some say 
that this tax should not be disturbed, that there can be 
abuses. I. for one, am convinced that favorable condi- 
tions should be created for the publication of textbooks. 
As it 1s, we use them to teach our children and grand- 
children—our future, and, therefore, we should make 
sure that they are educated, cultured people, and that 
they possess thorough knowlecge. These textbooks 
should be inexpensive and affordable to all. You may 
also tell your readers: The prime minister promised that 
the value-added tax on paper for printing textbooks will 
be canceled! We may get around to the newspapers and 
magazines, but for now I make no such promise. Every- 
thing should be thoroughly weighed; we can reduce this 
value-added tax. However, it is definite as far as the 
textbooks are concerned! 


[Plyushch] Incidentally, about taxes. When the subject of 
the difficult position of creative-arts unions in Ukraine 
came up at a plenary session of the Supreme Council, a 
speaker stated from the rostrum that they (writers, 
artists, composers, and so on) have formed unions pre- 
cisely in order to “make money and pay us taxes.” Do 
you subscribe to these views, or do you believe that 
creative-arts unions need state protection and support? 


{Masol] He who said that has no idea of the kind of 
economic situation we have, including taxes. The tax 
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policy needs to be changed: at present, this is clea 
almost everyone. At the very least. the newly elected 
president has also drawn this conclusion As far as 
culture is concerned, if we want to be a state, we should 
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support it in every way possible, natura 
and potential permitting 


{Plyushch] Certainly, the time of the prime minister 1s 
counted literally in seconds. Nonetheless. :f you do get a 
minute to spare, do you reach for a book? t lit 
ture do you favor—classical or modern” 


[Masol] Frankly, during the day I get to read so many papers 
that in the evening, reading is not on my mind—! want to 
rest. However, it 1s also necessary to ook throu, lat 
newspapers; certain articles need to be read with | ila 
attention. Therefore, at present my books are either the 
memoirs of certain figures or specia! literatur As far; 
classical and modern literature are involved. | wil] say this 
Somehow, I have not recently happened upon a work that 
interested me or touched me to the quick. As I see it 
have lost very much in the ideological upbringiny 
children—I think we lost an entire genera! N ni 
artistic works, look, for exan [ il \] tt 
remembers to this day the songs that were writ Ing 
and immediately after the war part from t 
sincerity, each of them had a 1 

which of our current songs wi memb 

are nonsensical combinations of 

enough. Even the young peopl 

pop groups do not remember | Hy 
about the entire nation : 
Anthem of Ukraine, “Ukrau 

approved by the Supreme 

gotten around to the lyrics... 

writers and poets; is there rea 

listen how Pavlychko, Drach 

speak in the parliament or at 

way.... Please note that they are not reading t 
Incidentally, we, the politicians, ar { writes 
lecturers, and scientists in this regard | 
occasion an older colleague of mine whom I grea 
respected (he is no longer with us, he ha WI 
can we not do without a card’? He explained. | tes back 
to the time of repression when your every word 
variously interpreted. It was somehow safer | I fron 
card—proof was always in hand... So. | b 

modern writers owe a great debt to readers since they ar 
now free to create and to write whatever and however thes 
want.... 


[Plyushch] When you wrote your book (apparently, the 
first in your lifetime), did you rely for assistas an 
experienced writer or editor’ 


[Masol] I did not have either a writer or an editor | had 
a friend who 1s a talented journalist, | worked together 
with him. I prepared the materia! ! {it 
together. Later, the journalist work 

down; my wife retyped the material, and || 

corrected it. The pages were retyped 








This report contains information which is or may be copyrighted in a number of countries. Theretor 
further dissemination of the report is expressly prohibited without obtaining the permission of th 











FBIS-USR-94-101 
15 September 1994 


{Plyushch] Previously, the genre of interview was strictly 
regimented in our press; the journalists were forced to 
“forget” that a highly placed official 1s also a person. Tell 
us this: Right away, without searching your memory for 
the path traveled, could you recall the happiest and the 
worst days in your life? 


{Masol] I would hardly recall days, but two, so to say, 
periods of my life I always recall with great pleasure: 
when | worked as a plant director in Novokramatorsk 
and when I was head of the State Planning Committee. 
Back then, I saw every day what had been done, what 
needed to be done, and whether correct decisions had 
been made. I was happy that I could influence the course 
of events all the time. 


[Plyushch] There are few fathers in the world who are 
satisfied with their children and the choices the latter 
have made tn life. Are you an exception in this sense, or 
are you just like everyone else? 


{Masol] My son took his father’s path, which, of course, 
cannot but gratify me. He 1s, as they used to put it, general 
director of the former Tochelektroprilad plant, and cur- 
rently—president of the Rostok joint-stock company. I 
cannot say anything else. Let him work, let him live.... 


{[Plyushch] What is your most cherished dream? 


{Masol] I would like to see just one thing happen: for us to 
stop the decline in production today and to begin to slowly 
climb, to make our way uphill, even if on all fours, so that all 
people in Ukraine will understand: This 1s it, the fall is over, 
the economy has begun to function! I have no other desires. 
Well, of course, that they not pressure me from all quarters, 
that they give me an opportunity to work and to implement 
what has been conceived... 


[Plyushch] What would you like to wish LITER- 
ATURNA UKRAYINA? 


{Masol] My wish for LTTERATURNA UKRAYINA is to 
survive under these difficult circumstances, to have many 
interesting articles, to have writers submit to your news- 
paper new interesting works worthy of our times and of our 
independent state named Ukraine. We indeed have many 
talented, | would say prominent writers. Let them unite 
around your weekly and make the readers happy with new 
verses, short stories, stories, and novels so that the entire 
world will see the high level of Ukrainian culture. 


Meshkov Dispute With Deputy Reported 
944K 2318A Donetsk AKTSENT in Russian 10 Sep 94 p 1 


[Report by A. Pilat, NEZAVISIMAYA GAZETA: “Presi- 
dent Meshkov Has Given the Billionaire Shuriga, People’s 
Deputy, a Slap in the Face”’] 


[Text] Sergey Kondratevskiy, until recently known as 
Sergey Shuriga (he changed his name in commemoration 
of his forebears), is the owner of the Kondratevskiy 
Trading House in Sevastopol, manager of the Tserk- 
ovnyy Bank (the sole nonstate bank on the territory of 
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the former USSR to have gold reserves), and a deputy of 
the Supreme Council of Crimea. His monthly income 1s 
approximately $1 million. Kondratevskiy 1s known in 
Sevastopol and Crimea for his charitable activity. Many 
of his stores allocate food for retirees at reduced prices. 
But, being an anti-communist, Kondratevskty has 
declared that this does not apply to retirees who held 
directive office in the CPSU. 


A conflict between Kondratevskiy and Yuriy Meshkov, 
president of the Republic of Crimea, has become public 
knowledge. Kondratevskiy himself told journalists about it. 
On 31 August he was with his personal assistant going up in 
the elevator in the Supreme Council! of Crimea to the fifth 
floor and was incautious enough as to have expressed to his 
assistant his anger at Meshkov, not Yuriy but Vyacheslav 
Meshkov, who works at Kondratevskiy’s Trading House. 
Two persons from the president’s security service were 
riding the elevator. They immediately reported what they 
had heard to Yuriy Meshkov, not having understood, obvi- 
ously, that Kondratevskiy was speaking about his subordt- 
nate. The president immediately came down from the sixth 
floor to the fifth and began looking for Kondratevskty 
shouting: “Where is that Shuriga? | will have him sent down 
for two weeks!” 


Sergey Kondratevskiy was finally found) Meshkov’s 
security sent him to the office of Sergey Tsekov, 
chairman of the Supreme Council of Crimea, where 
Meshkov, in the speaker's presence, threatened Kondrat 
evskiy with two weeks’ detention and struck him in the 
face. A captain of the militia appeared from somewhere 
and began to draw up a record of Kondratevskiy’s 


unflattering comments about the president. Shortly 
afterward, Valeriy Chernyshev, chicf of the Main 
Administration of the Ministry of Internal Affantrs, 


entered the office and said that the incident was over 


At the meeting with journalists, Kondratevskty said: “I 
no longer have any faith in the president or the govern- 
ment of Crimea.” And speaking of the row, he observed: 
“Perhaps the president is sick, perhaps he had been 
drinking. I agree to pay for his treatment abroad. | will 
no longer work with Meshkov. I demand an apology ata 
session of parliament. This was a slap in the face not only 
for me, but for parliament also.” 


Then, either in jest or in earnest, Kondratevskty told jour- 
nalists that he had directed that people working for him with 
the name of Meshkov (there were two) be dismissed and also 
that he had applied to the registry offices of the peninsula 
for a change of name for all Meshkovs 


New Foreign Minister Profiled 


944F1424A Moscow NEZAVISIMAYA GAZETA in Russian 
27 Aug 94 p 3 


[Report by Vitaliy Portnikov: “New Foreign Minister in 
the Republic. Anatoliy Zlenko Has Resigned” | 


[Text] There came to be talk in Kiev about the resigna 
tion of Anatoliy Zlenko as minister of foreign affairs of 
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Ukraine immediately following the announcement of the 
presidential election results—and not so much by 
observers as by representatives of Kuchma’s team, who 
began to assure journalists that they would on no account 
be retaining Zlenko. It was a question of the extent to 
which his associates could dispose in favor of this Leonid 
Kuchma, who is not, as the first weeks of the presidency 
have shown, keen on drastic steps. Zlenko held this 
office in the cabinet formed by Kuchma- 
the-prime-minister also and, although he was at that 
time also considered the “president’s” minister, he had 
opportunities, as a professional, to find a common 
language with Kuchma-the-president, who is declaring 
his commitment to professionalism. Gennadiy Udov- 
enko, who has now replaced Zlenko in this office, was 
invited to Kiev, for that matter, immediately following 
Kuchma’s victory and the refusal of certain other Ukrai- 
nian diplomats and politicians to take the ministerial 
chair. 


The 63-year-old Udovenko is one of the few diplomats at 
Ukraine’s disposal with the rank of ambassador extraor- 
dinary and plenipotentiary of the Soviet Union. He has 
spent almost his whole career at the United Nations: 
Udovenko was the last representative in this organiza- 
tion of Soviet Ukraine, and the first of independent 
Ukraine. Following the proclamation of the country’s 
independence, Udovenko easily switched to Ukrainian, 
which had earlier been discouraged at the Soviet perma- 
nent missions at the United Nations, and he even began 
to send his now-Russian colleagues official documents 
not in Russian, as in the “good old days,” but in the 
language of inter-nation communication—English. 
Moving to Warsaw, where he was until recently ambas- 
sador of Ukraine, Gennadiy Udovenko advised his sub- 
ordinates to restrict as much as possible their dealings 
with their colleagues from the Russian mission. This 
diplomatic flexibility of the experienced professional 
makes him a valuable person in the new leadership, 
which has still to learn what Ukraine’s foreign policy 
might in fact be. This will depend largely also, of course, 
on who becomes President Kuchma’s foreign policy 
“gray eminence.” In Kravchuk’s times the Foreign Min- 
istry was assigned, of course, the role of executant of the 
president’s directives: Kravchuk himself wanted to 
decide his foreign policy. Kuchma, who endeavors rather 
to handle the economy, will hardly have the time or 
desire for this. Thus, the “curator” of foreign policy 
should be sought rather in the president’s immediate 
entourage, and, according to certain information, 
Dmitriy Tabachnik, the president’s chief of staff, who is 
attempting to retain the functions of presidential alter 
ego, lays claim to this role. Direct clashes in the presi- 
dent’s team over foreign policy authority cannot be ruled 
out either, although it is clear that the winner will be 
Kuchma himself. 


And a few further facts connected with Udovenko’s 
appointment. He is not Kuchma’s man; there were 
sufficient people in the team merely for several offices in 
the president’s administration. And only now will the 
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“adaptation” between the “old” and “new” Kuchma- 
ites in the struggle for influence on the president begin. 
In addition, Udovenko is as yet merely the acting min- 
ister, and he has to be confirmed in this office by 
parliament. And although the new minister’s chances are 
very high, his confirmation could be one further demon- 
stration of the emerging uncompromising competition 
between the branches of power in Ukraine. 


Party Censures Wrangling of Crimean Leaders 


944K2312A Simferopol KRYMSKAYA PRAVDA 
in Russian 9 Sep 94 p 1 


[Statement of the Union in Support of the Republic of 
Crimea Political Party Presidium’’] 


[Text] Evaluating the sociopolitical and economic situa- 
tion that has taken shape in Crimea, the party concludes 
that the continuing deterioration in people’s life is being 
caused by the confrontation and the ineffective actions 
of the political authorities, the growing inflation, the 
legal nihilism, and the orgy of crime. 


There have already been six months of the activity of the 
president, five months of the government, and four 
months of the Supreme Council of Crimea. Sufficient 
time for a preliminary summation of results. They are 
disturbing. The president is failing to keep his own 
election promises. The orgy of crime in Crimea is 
assuming ever increasing proportions, a number of ant- 
idemocratic prescriptive enactments have not been can- 
celed, and a government of national trust made up of 
professionals on a competitive basis has not been 
formed. The president together with the invited govern- 
ment has in five months been unable to devise an 
optimum strategic program of stabilization and the 
development of the economy and has failed to achieve 
permanent, constructive work with the local authorities. 


The adoption by the leadership of the republic of ill- 
considered political decisions has contributed to the 
fruitless conclusion of the negotiations between the par- 
liamentary delegations of Ukraine and Crimea. 


We are forced to state that on the threshold of winter 
Crimea faces the threat of starvation, a fuel and energy 
crisis, and the continued demolition of the economy and 
the structures supporting the population’s vital activity. 
A real danger to the very existence of the republic has 
arisen. 


Granted all the objective nature of the inauspicious 
situation, a considerable part of the blame for the current 
grim situation has to be attributed to the top leadership 
of Crimea. Represented on the one hand by the Russia 
bloc, on the other, by the ‘““Moscow team,” it is pursuing 
a policy in respect to Russia and Ukraine that is inap- 
propriate to the situation. Neither the president nor the 
government nor the ruling majority of the Supreme 
Council possesses sufficient flexibility and political 
wisdom for constructive activity in the sphere of policy, 
the economy, and legislation. 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
further dissemination of the report is expressly prohibited without obtaining the permission of the copyright owners. 














FBIS-USR-94-101 
15 September 1994 


The categorical reyection by the Russia bloc, the Repub- 
lican Party of Crimea (Republican Movement of 
Crimea), and certain other politicians in power of the 
principles generally accepted in a democratic society of 
the elaboration of official policy with regard to the 
opinion of the opposition and specialists, irrespective of 
their political persuasion, has led to the absence in the 
ruling majority of any serious program for pulling the 
republic out of the crisis having become obvious. Impor- 
tant-sounding slogans and resolutions cannot substitute 
for such a program, unfortunately. 


While declaring the formation after the election victory of 
a government of national trust on a coalition basis, the 
president of Crimea and the leaders of the Russia bloc 
have, in fact, abandoned their declaration and have 
thereby made the sociopolitical situation in Crimea worse 
and have failed to secure the implementation of the 
necessary economic reforms and a real improvement in 
Crimeans’ living standard. 


The president of Crimea, who is intended to be the 
guarantor of the unity and stability of the republic and all 
branches of power. is by his ill-considered statements and 
actions contributing to the incitement of political passions. 
There is an absence of pragmatism in relations with 
Ukraine, the possibility of any compromise is very slight, 
and maximalism and a separatist mood are predominant. 


His estrangement from the leadership of the executive, 
his constant conflicts with the Supreme Council, his 
statements, which promise much and which are not 
borne out by results, concerning victories in the fight 
against crime, the speediest entry into the ruble zone, 
and major investments of foreign capital, and his fruit- 
less trips abroad at it is not known whose expense are 
particularly bewildering. 


The president’s administration is being reformed for the 
third time in six months, and the government has yet to 
be formed. The populist decision to preserve “cheap 
bread”’ proved, in fact, to be a political move, whose 
consequences have brought about a new spiral of profi- 
teering, in grain products this time. In exchange for some 
unkept promises. new ones are given. A trend toward the 
winding down of democratic processes in society 1s 
emerging, and glasnost and a genuine pluralism of opin- 
ions are disappearing from the news media, and they are 
being replaced by the ‘new unity of thought” of the new, 
far from united, authorities. 


It is essential to recognize that only thanks to the selfless 
work of the local councils and their bodies in the cities 
and districts and the daily efforts of the managers and 
directors of enterprises and farms and specialists and 
workers of town and country is the socioeconomic mech- 
anism of society continuing to function. 


The Union in Support of the Republic of Crimea believes 
that the assumption of office in Ukraine of a new president 
oriented toward economic rapprochement with Russia and 
the other states of the CIS who has declared the priority task 
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the fight against corruption and organized crime and the 
institution of order in society requires fundamental changes 
in the tactics of the leadership of the Republic of Crimea 
aimed at convergence and constructive cooperation and 
more substantial economic assistance. We are sure that it 1s 
such a version of the development of events that Crimeans 
had in mind when they cast their votes for L. Kuchma, by no 
means a continuation of the senseless confrontation and war 
of laws between Crimea and Ukraine. It is time, finally, for 
Crimea’s politicians to hear the healthy voice of their people 
and to learn from them everyday wisdom. 


In the current situation the Union in Support of the 
Republic of Crimea Party deems it necessary to state the 
following: 


1. It 1s essential that the political forces representing the 
Russia bloc and constituting the majority in the 
Supreme Council of Crimea cease the championing of 
their selfish party ambitions and engage in the elab- 
oration and realization of effective emergency mea- 
sures to extricate the country from the crisis and 
switch to constructive cooperation with the president 
and the Supreme Council of Ukraine and the estab- 
lishment of productive economic relations with 
Russia and other countries of the CIS. 


2. That the legislature and the executive of Crimea cease 
their mutual recriminations and engage in productive 
work to resolve the urgent economic and social prob- 
lems and to achieve civil accord in society, which the 
electorate has long been expecting of them, or hon- 
estly acknowledge their bankruptcy and announce 
their resignation. 


3. It deems it expedient to once more return to the 
proposal of the Union in Support of the Republic of 
Crimea concerning the formation of a government of 
national trust on a broad coalition basis and also 
concerning the creation of a permanent council of 
leaders of political parties under the president or the 
chairman of the Supreme Council of Crimea. 


4. It proposes that the Supreme Council consider the 
question of Yu.A. Meshkov’s attitude toward his 
discharge of the duties of president specified by the 
Constitution of Crimea. 


We address to all political parties and movements an 
appeal that they support us and prevent the establish- 
ment of dictatorship in society. 


[Signed] S. Kunitsyn, chairman of the Union in Support 
of the Republic of Crimea Party 


Government Addresses State Property Issues 
944K 2320B Simferopol KRYMSKAYA GAZETA 
in Russian 10 Sep 94 p 1 


[Bulletin of the Government of Crimea Press Office] 


[Text] The session of the Government of Crimea on 8 
September considered the question of the administration 
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of the assets owned by the republic (Republic of Crimea) 
and examined a statute on the general principles of the 
management of state property of Crimea and the list of 
enterprises, organizations, institutions, and associations 
to be transferred to the sphere of management of the 
corresponding ministries and state committees and of 
leased integral property complexes, supervision of the 
efficiency and safekeeping of whose assets is exercised by 
the corresponding ministries and state committees. 
Since the need for a clarification of certain items, spe- 
cifically, the delineation of the functions and powers of 
the owner and manager, had arisen, it was decided to 
form a working commission for completion of a draft 
decree on the administration of the assets owned by the 
republic. 


Following discussion of the draft decree “Certain Mea- 
sures for the Financial Support of Industrial Enterprises 
of Crimea,” 1t was adopted at the government session. 
This was the result of the work of ministries of eco- 
nomics and finance, which had analyzed the proposals 
made by the Council of Directors of Industrial Enter- 
prises of Crimea at the meeting with the deputy prime 
minister and members of the government. To stabilize 
the financial state of the industrial enterprises, it was 
decided to determine a list of enterprises for which 
immediate financial cleanup is necessary and to examine 
possible ways of undertaking it. That the Ministry of 
Finance and the Tax Inspectorate should, when deciding 
questions of financial support, consider that the assis- 
tance to be rendered from budget appropriations will be 
granted, as a rule, on a compensable basis on the strength 
of approved plans for the use of the funds or business 
plans and projects for the cleanup of these enterprises. 


It was proposed that the Ministry of Finance provide in 
the shaping of the budget for 1995 for the cancellation of 
the 25-percent allocations from depreciation for the 
Economic Stabilization Fund for conversion enterprises, 
leaving these funds for retooling and changing the pro- 
duction profile of the works (according to the list). 


It was decided also to regularize enterprise inspections 
and to draw up a number of documents that would 
contribute to an alleviation of the work of industrial 
enterprises. 


The decree “State of Baby Food and Measures To 
Improve It’ was adopted at the session. A number of 
government proposals concerns the construction and 
commissioning of milk kitchens and the completion of 
the modernization of the May Day Plant for an improve- 
ment in the supply of baby food, and provision is made 
for appropriations for the replenishment and replace- 
ment of obsolete production equipment of the milk 
kitchens and special transport. 


Other matters were considered at the session also. The 
session was chaired by Ye.F. Saburov, deputy prime 
minister of the Government of Crimea. 
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Parliamentary Proceedings Reported 


944K2320A Simferopol KRYMSKAYA GAZETA 
in Russian 10 Sep 94 p 1 


[Bulletin of the Supreme Council of Crimea Press 
Center] 


[Text] At the end of the evening meeting on 7 September, 
the deputies adopted, on the whole, the Law of the 
Republic of Crimea on Revisions and Addenda to the 
Law of the Republic of Crimea and on The President of 
the Republic of Crimea. This was followed by a speech 
by Yu. Meshkov, president of the Republic of Crimea, 
who accused the deputies of inciting a confrontation 
between the executive and the legislature. 


The morning meeting of the session on 8 September, 
which was chaired by S. Tsekov, chairman of the 
Supreme Council of Crimea, embarked on an article- 
by-article discussion of the draft law of the Republic of 
Crimea on The Constitutional Court of Crimea. Fol- 
lowing lengthy discussion and the submittal of a number 
of amendments, the Law of the Republic of Crimea on 
The Constitutional Court of the Republic of Crimea and 
the decree of the Supreme Council of Crimea “Proce- 
dure of Implementation of the Law of the Republic of 
Crimea "The Constitutional Court of the Republic of 
Crimea’”’ were adopted. The deputies then adopted, on 
the whole, the Law of the Republic of Crimea on 
Revisions and Addenda to the Constitution of the 
Republic of Crimea and embarked on consideration of 
the question “The Decision of the Sevastopol City 
Council ‘Status of the City of Sevastopol’ of 23 July 
1994.” 


At the evening meeting on 8 September, the deputies 
passed in its first reading the decree of the Supreme 
Council of Crimea “The Decision of the Sevastopol City 
Council of 23 July 1994 Status of the City of Sevas- 
topol’” and an appeal to the State Duma of the Russian 
Federation and the Supreme Council of Ukraine. An 
editorial commission, which was instructed to present at 
the next sitting of the session the final versions of the 
decree and the appeal, was formed for the revision of 
these documents. 


The session will continue on 14 September. 


Edict on Administrative Chiefs 


944K2319A Simferopol KRYMSKAYA GAZETA 
in Russian 10 Sep 94 p 1 


[Edict of the president of the Republic of Crimea: 
“Appointment of Administration Chiefs”’] 


[Text] On 6 September 1994, Yu.A. Meshkov, president 
of the Republic of Crimea, signed the edict (102/94) 
“Appointment of Leaders of State Executive Power in 
the Districts and Cities of the Republic of Crimea.” 


In accordance with clause 9 of Article 5 of the law of the 
Republic of Crimea “The President of the Republic of 
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Crimea,” the edict says, the functions of state executive 
power on the territory of the districts and cities of the 
Republic of Crimea shall be entrusted to leaders of the 
executive called the head of the administration. They are 
accorded the right locally to individually form the 
administration within the limits of the size of the exec- 
utive committees established earlier and to indepen- 
dently use the resources of off-budget funds (other than 
targeted funds) formed as a result of their financial and 
economic activity. The appointment and dismissal from 
office of the leaders of enterprises of municipal and 
republic (Republic of Crimea) ownership and institu- 
tions and organizations shall be undertaken by the 
authorized body following consultation with the head of 
the administration. 


The edict shall take effect the day it is signed. 


Administration Chiefs Named 


944K2319B Simferopol KRYMSKAYA GAZETA 
in Russian 10 Sep 94 p ! 


{Announcement of the Press Office of the president of 
the Republic of Crimea] 


[Text] Edicts of Yu. Meshkov, president of the Republic 
of Crimea, of 6 September 1994 have relieved of the 
office of chairman of the executive committee of the 
council of people’s deputies: 


—Aleksandr Ivanovich Toryanik of Bakchisarayskiy 
District (Edict 111/94 of 6 September 1994); 


—Vsevolod Filippovich Usachov of the city of Yalta 
(112/94); 


—Aleksandr Filimonovich Slesarchuk of the city of 
Alupka (113/94); 


—Dmitriy Konstantinovich Novitskiy of the city of 
Feodosiya (114/94);—Nikolay Lyudvigovich Omely- 
anskiy of Chernomorskiy District (115/94). 


Edicts of Yu. Meshkov, president of the Republic of 
Crimea, of 6 September 1994 have appointed as heads of 
administration on the territories of: 


—the city of Feodosiya, Valeriy Anatolyevich Gorzhov 
(Edict 103/94 of 6 September 1994); 


—the city of Kerch, Aleksandr Sergeyevich Safontsev 
(104/94); 


—Chernomorskiy District, Vitaliy Stepanovich 
Rudakov (105/94); 


—the city of Alupka, Nikolay Vasilyevich Osipov (106/94); 
—the city of Yalta, Viktor Georgiyevich Nikolayev (107/94); 


—Bakchisarayskiy District, Vasiliy Petrovich Rogatin 
(109/94); 


—the city of Simferopol Valeriy Fedorovich Yermak 
(110/94). 
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ECONOMIC AFFAIRS 


Shcherban on Donetsk Economic Problems 


944K2268A Kiev PRAVDA UKRAINY in Russian 
30 Aug 94 p 2 


[Interview with Vladimir Shcherban, chairman of the 
Donetsk Oblast Council of People’s Deputies, by Ana- 
toliy Yeremenko; place and date not given: ““Untie the 
Regions’ Hands, and We Will Raise the Country’s 
Economy From its Knees’’’] 


[Text] Vladimir Petrovich Shcherban is now head of the 
Donetsk Oblast Council of People’s Deputies. An out- 
standing personality, undoubtedly. People’s deputy of 
Ukraine, chairman of the parliamentary Budget Commis- 
sion, and an active supporter of market reforms. An 
economist by education, he has made a professional study 
of market laws. He has first-hand knowledge of how they 
operate “over there” and what becomes of pious expecta- 
tion without laws and a mechanism of their realization 
“with us.” 


He has experienced the charms of the transitional period 
for himself, so to speak. It is with good reason that his 
close friends call him “Pa.” Yes, it was he that was in at 
the start of the now preeminently successful “Cause of 
All” Production and Commercial Association. He does 
not conceal this and is even somewhere in his heart proud 
of it. After all, the association is today without the 
assistance of the state providing many people of the Don 
region with first-class products at affordable prices. 


But it was not only this, of course, that prompted the 
newspaper to put questions to the chairman of the oblast 
council. Vladimir Petrovich is the son and grandson of a 
miner. Who, if not he, should now be resolving the 
problems of the miners not by virtue of office but from 
conscience. 


[Yeremenko] Vladimir Petrovich, today, before the 
flowers with which the mine workers were presented on 
their professional holiday have faded even, what might 
you, as chairman of the council of the most powerful 
industrial oblast in Ukraine, have to say that is reas- 
suring about the future of the coal sector? 


[Shcherban] I would first like to emphasize that Miners 
Day here in the Donbass is, truly, a special and, I would 
even say, national, holiday. After all, it concerns, strictly 
speaking, each family of inhabitants of the oblast since 
almost everyone here is directly or indirectly related to 
the coal industry. And for this reason I would like to say 
today that since we have embarked together on a solu- 
tion of the coal problem, we have to remain optimistic. 
We will necessarily overcome the difficulties. Whether 
this concerns questions of pay or the sector’s further 
development. It will be difficult, of course, the present 
tight knot was not tied in just one day. And, naturally, it 
cannot be untangled overnight. Nonetheless, I believe 
that we will pull ourselves out of the crisis situation. A 
priority in my activity is the stabilization of the work of 
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the sector, occupational safety, and the introduction of 
new technology. I believe that this will produce positive 
results in the next two or three years. The decisions that 
we intend to adopt in the coal industry are out of the 
ordinary. But, first of all, man. I was speaking recently 
with F.A. Dyuba, vice premier of the Cabinet of Minis- 
ters of Ukraine, about wages. There has already been 
money to pay off debts. There are also the results of the 
commission, which is to formulate proposals for a sur- 
mounting of the crisis in the coal industry. My views 
were, I confess, somewhat different from the opinion of 
the members of the commission from the government. 


[Yeremenko] It is no secret that many miners are wor- 
ried about the future. The seams are being worked out, 
the coalfaces are reaching depths that are beyond the 
limits, and the coal is becoming “golden.” Some influ- 
ential experts are starting to say that it would be consid- 
erably cheaper for Ukraine to purchase the coal in Russia 
or Poland. 


{[Shcherban] I shall not hide the fact that there is a 
problem. Yes, indeed, there are enterprises that will have 
to be closed. These are the mines whose continued 
operation and development are absolutely hopeless. But 
we can only close them after we have reoriented people. 
helped them change their qualifications, and created new 
jobs and the corresponding infrastructure. 


[Yeremenko] Vladimir Petrovich, excuse me, but thus 
far this has been only talk. Clearly, this distressing 
statement does not yet apply to you.... 


[Shcherban] Why not? We have already begun to act. We 
are proceeding from the fact that there is no need to 
retrain a number of specialists in the coal industry. 
These are maintenance personnel, mechanics, and those 
of many occupations whose labor activity is performed 
in the surface complex of the coal enterprises. It is a 
question of us activating the plants and factories that 
have reduced the amount of production considerably or 
have come to a halt altogether. Specifically, we are 
already tackling a comprehensive program for the 
Cotton Works. We will supply the raw material initially 
for six months, then on a permanent basis. 


[Yeremenko] And water? What improvements can there 
be if the mining cities are literally choking from thirst? 


[Shcherban] You are right, this 1s a priority task. | am 
announcing that in the very near future the cities of 
Dobropolye, Krasnoarmeysk, Selidovo, and Mariupol 
will receive vivifying moisture. Work on the final 12-km 
section of the Dnieper-Donbass Canal has already 
begun. 


[Shcherban] Spler4ic news. At the same time the main 


selves. 


[Shcherban] Undoubtedly. | am convinced that until we 
grant the enterprises, the coal enterprises included, full 
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economic independence and the right to dispose of at 
least 20-30 percent of their product, we will continue to 
be at a standstill. 


{[Yeremenko] But it 1s, after all, not only productivity 
that has fallen but discipline also. 


{Shcherban] This should come as no surprise. Everything 
is related. Does discipline not fall if there 1s no money 
with which i» pay the miner his wages on time, if there 1s 
a lack of matenals for preparation of the front of 
operations.... Yes, with such economic and moral- 
psychological factors it is altogether hard to speak of 
order. The miner lacks the resources today even for his 
boxed lunch. And he needs to ingest about 6,000 calories 
a day. 


{[Yeremenko] Vladimir Petrovich, all that you said 1s 
true. The situation does not dispose us toward compla- 
cency. In 1989 the miners had the calories and, accord- 
ingly, the means with which to pay for them. 
Nonetheless, they took to the streets and went on strike, 
such that, after this, the totalitarian system could no long 
recover. Will we not once again find ourselves on the 
verge of such sociopolitical upheavals? 


[Shcherban] If the miners do come out, they will be 
fighting not against specific persons but for the adoption 
of normal laws, which would affect not only the coal 
miners. For all sectors to be able to work on civilized 
terms. | believe that the corps of deputies of the Donetsk 
region would not remain aloof either. In fact, we need to 
urgently revise the legislative base in respect to industrial 
enterprises and the regions being accorded greater rights. 
Only in this way can we emerge from the crisis. Today 
the Supreme Council is attempting to become an execu- 
tive authority. The Cabinet of Ministers, as before, 1s 
endeavoring to centerize everything for itself and to 
direct from the city of Kiev. Do we still not understand 
a simple truth? If the government makes a mistake, the 
whole population of Ukraine pays for 1t. When, however, 
a slip is made by the leader of an enterprise, the work 
force pays, at worst. 


{[Yeremenko] The principle ts clear: Choose the lesser of 
the two evils. But what should be done by the mine 
whose underground workings enter from time to time 
the zone of geological violations? No production, no 
profit either! And who would pay the wages? 


[Shcherban] Yes, everyone in the Donbass knows that 
mining and geological violations do not appear all of a 
sudden. Science today forecasts everything that happens 
and that could occur underground. Consequently, tt 1s 
necessary to prepare, reallocate forces, and create a 
reserve of strength. The prescriptions are not new, they 
are appropriate for other sectors of the economy also. 


[Yeremenko] Do the present leaders want to assume 
such responsibility? 


[Shcherban] Are you kidding? This is now a cri du coeur! 
They are saying: Untie our hands, and we will raise the 
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economy of Ukra'ne from its knees. But no one is paying 
any heed, and the screws are being turned for the 
industrialists, as before. You just have to look. There are 
commodities, the enterprises are operating, but there is 
no exchange mechanism. The state has assumed these 
functions, but is failing to cope with them. Goods 
totaling 3.5 trillion karbovantsy are now, for the reasons 
about which I have spoken, going begging at warehouses 
of enterprises of the oblast. 


[Yeremenko] If there is no turnover of capital, there is no 
profit either, how can there be any talk of an improve- 
ment in life? 


[Shcherban] Quite right. There is one further paradox- 
ical situation. Donetsk Oblast earns sufficient, but is 
ranked among the poor. The principles of the formation 
of the state budget need to be revised immediately. 
Without revisions in respect to formation of the budget 
we simply should not expect the Donbass and, in its 
wake, Ukraine also to stabilize the economy. 


[Yeremenko] The situation is so serious that even such a 
powerful association as Donetskugol has found itself on 
the brink of financial catastrophe. 


[Shcherban] Yet I see that the path chosen by 
Donetskugol is the most preferable under market condi- 
tions. A new, modern type of industrial association, 
within whose framework a substantial mechanical engi- 
neering base, construction materials industry, an agro- 
firm, a bank, and an exchange—all that permits the work 
force under normal conditions to survive under any 
conditions—is operating, has essentially been created. 
Theirs is the future! 


Reasons for Karbovanets Decline Explored 
944K2289A Kiev NEZAVISIMOST in Russian 2 Sep 94 p 3 


[Article by Yanina Sokolovskaya: “The Elections Called 
Out, and the Exchange Rate Responded”’} 


[Text] The exchange rate of the dollar, which was held 
under restraint for political reasons prior to the elections, 
crawled upward unstoppably immediately after election of 
the new president. Its movement attained its apogee this 
week—the dollar crossed the 55,000 mark. 


The causes of such a jump could of course be considered 
to be purely er »nomic—subsidies to agriculture (around 
50 trillion karbovantsy) provoked a new inflation spiral. 
And then according to Minister of the Economy Roman 
Shpek “money idling in enterprise bank accounts is 
exerting pressure upon Ukraine's foreign exchange 
market.” Nor can we forget the $250 million that secretly 
left Ukraine in just 3 months. 


But even so, causes with a political subtext appear to be 
more noticeable. One of the leaders of Kravchuk’s Cab- 
inet of Ministers once told me: “Our government has 
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restrained inflation and the exchange rate of the dollar. 
Let Kuchma’s team try to do the same. Their reigns are 
sure to break.” 


But the reigns didn’t break—it appears that they simply 
tried to release them. L. Kuchma’s edict “On Foreign 
Exchange Regulation” had to bear fruit. Even according 
to calculations of the Ministry of the Economy the 
transition to a free exchange rate will increase prices by 
2.6 times. According to bankers, the demand for hard 
currency increased abruptly as a result of the edict. Both 
commercial banks and exchange offices were able to 
announce a high exchange rate for the dollar. According 
to their predictions it will be 60,000 karbovantsy by the 
end of the year. In the meantime efforts are being made 
for the moment not to sell but to hold onto foreign 
exchange. Until better times. Opening of the Interbank 
Exchange Market on October | lies ahead, after all. 


By the way, resumption of tenders at the Interbank 
Exchange Market has been referred to as one of the 
causes for the upward spiral in the exchange rate. After 
all, 100 percent sale of foreign exchange never was finally 
permitted in it. Once again the supply is unable to satisfy 
the demand for foreign exchange. And the exchange rate 
at the market will once again diverge from the official 
rate until it is out of reach, becoming a reference point 
for the black market. 


The Ukrainian prime minister believes for example that 
a minimum of $100 million will have to be sold in order 
to stabilize the exchange rate at the market. But Ukraine 
doesn’t have that kind of money. What money there was 
disappeared abroad in the effort to support the karbov- 
anets at a high level during the election campaign. 


It is now being said in the circles of leadership that the 
exchange rate should not have been lowered until assis- 
tance was received from the West, and that Ukraine 
doesn't have enough of a stabilization fund. 


Strange as it may seem, statements made by the former 
presidential administration come to mind here: Assets 
with which the exchange rate at the market could be 
equalized have already been collected. Statements that a 
stabilization fund has been formed to support introduc- 
tion of the griven also come to mind. 


We're not about to make any guesses as to whether these 
statements were groundless, or whether the accumulated 
assets “dissolved.” It would be easier to return to reality. 
And it appears approximately like this: In early October 
the International Monetary Fund will discuss the matter 
of granting assistance to Ukraine. The requirements of 
such financial structures have long been known: a “‘self- 
regulating economy” with freed prices, stabilization, 
inflation not greater than 5 percent, and privatization. If 
we consider that our economy is under state control, that 
prices are subsidized and held in check, and that the 
second wave of privatization was frozen through titanic 
efforts of the parliament, we could hardly expect any 
special benevolence from the IMF. 
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Ukraine has found itself with only one trump card in this 
game—the new presidential administration is still 
making strides toward reform, and order has been estab- 
lished in the country. Had this happened 2 years ago, our 
state wouldn’t have the problems it has today. After all 
many fellow Slavic countries were in a similar position 
in their time. But having decided upon an abrupt turn- 
around, upon total privatization, all of them emerged 
from the crisis. In Slovakia the average standard of living 
is already around $240 per month. In Czechia it is 
around $300. And Poland is in a totally different league. 


In the meantime we are maintaining a course toward 
“intcusification of state influence upon regulation of 
economic processes in the national economy.” This is 
precisely what was said in the Cabinet of Ministers 
meeting the day before yesterday. Despite everything, 
the tenders committee continues to distribute foreign 
exchange. In this case judging from the latest data it is 
providing freely convertible currency to less than half of 
the entities needing it. 


Official bodies predict a 27.9 percent decrease in 
national income this year. And the deficit of the Ukrai- 
nian balance of payments already exceeds $500 million. 
According to calculations of the Ministry of the 
Economy this figure will attain 2,900 million by the end 
of the year. 


Purchases of fuel resources from Russia are now the 
main expense item here—75 percent of Ukraine’s total 
imports. In the meantime production of our own fuel 
resources will drop by 14 percent by the end of the year, 
while coal production will drop by 18. It appears that we 
can expect the same kind of cold winter with the same 
blackouts as last year. 


Nonetheless, the circles of leadership ‘are continuing 
their discussion of the monetary reform. As an example 
Aleksandr Moroz declared that the market and fixed 
exchange rates will have to be brought in line with one 
another before monetary reform can be carried out and a 
number of problems pertaining to commodity turnover 
and money circulation could be solved. 


In contradiction to this we have Vitaliy Masol’s state- 
ment: Such a reform is not foreseen in the immediate 
future. 


We would like to believe this—after all, the griven, 
which has been tossed into the inflation quagmire, will 
sink without fulfilling its rescue function. 


Still, there are some good things about Ukraine’s current 
position. The economic problems have arisen because of 
reform of the power structure, and not because the 
leadership is marching in place or failing to exercise its 
will. And this can become the first step on the road to 
stability. 
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Official on Coal Sector Problems 


944K2236A Kiev PRAVDA UKRAINY in Russian 
23 Aug 94 p 2 


[Interview with Nikolay Surgay, chairman of the State 
Committee for Coal Industry of Ukraine, by Yevgeniy 
Vyatkin, place and date not given: “Get Away from 
Dependency: Saving Labor and Energy Resources Is the 
Basis of the Development of the Economy”]} 


[Text] Today, if not all then a majority understands that 
the successful development of the economy of Ukraine and 
its stabilization are possible only with independence in 


energy. 


At the present time, coal is our main source of energy. 
However, it is needed not at any price, but taking into 
accourt the difficulties in mining it and the conditions of 
labor. In the industry it is necessary to create conditions 
for highly productive labor and an increase in personnel 
qualifications, labor and energy resources must be 
expended economically, and technology must be intro- 
duced that will guarantee their economy. It is this that 
determines the main directions in the adopted program for 
the development of the coal industry and its social sphere 
to the year 2005 and the special program SOTEKh for 
burning low-quality fuel. 


How will the problems of the economy of labor and other 
problems that are now on the agenda be resolved in this 
industry? 


Our interlocutor is Nikolay Surgay, chairman of the State 
Committee for Coal Industry of Ukraine. 


[Vyatkin] Nikolay Safonovich, waves of miners’ strikes 
started long before Ukraine became independent. How- 
ever, the reasons that aroused the dissatisfaction of the 
miners remain. But has at least something changed in 
recent years? 


[Surgay] During this period, with the active participation 
of the trade union committees, many questions of social 
rights and guarantees of workers in the industry have 
been resolved. However, unfortunately it was not pos- 
sible to stop the collapse of production facilities or 
improve the quality of products. Although the under- 
standing is growing among miners that it is time to move 
away from words and rallies to work; nevertheless, in 
practice one runs into the fact that individual personal- 
ities, while supporting good in words, direct all their 
efforts to looking for reasons for confrontations and 
strikes. The efforts of individual managers and collec- 
tives, leaders of the workers movement, and public 
Organizations are directed not so much at stabilizing 
work as at increasing the size of wages for labor that is 
inadequately expended for the potential of the state and 
society. Indeed, there sometimes is no elementary order. 
Here and there, labor and technological discipline, effec- 
tive use of equipment, thrift, and duty are criminally 
relegated to the background. 
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1 believe that a little time will pass and passions will calm 
dov'n in different ways. The present generation of 
miners, on whose shoulders very difficult tasks are being 
placed, will get rid of every kind of rabble, and they will 
perfect good mining traditions. 


[Vyatkin] Violation of labor discipline leads to loss of 
work time and increased injuries, and worker turnout is 
lowered—in comparison with 1988, each miner today 
works |.3 months less... 


[Surgay] Breach of discipline is not the main reason for 
the drop in turnout. Overall, the consequences of 
declining discipline can be illustrated by labor produc- 
tivity indices. They are falling. But numerous factors are 
also at work here, not just worker turnout. 


[Vyatkin] It is legitimate to associate negative phe- 
nomena regarding labor with the social structure that 
trained us to expect all blessings from the state. The 
transition to new conditions of economic management 
revealed people’s unpreparedness to realize the need to 
activate their own efforts. This causes amazement in the 
West. 


This mood, of course, will be overcome with time, but it 
is obviously relevant to associate success in this matter 
with the level of general education and professional 
training of the workers, and their qualifications. How 
can the qualifications of the workers employed in our 
industry be characterized today? 


[Surgay] Jobs in coal enterprises are quite diversified. 
Every third worker is employed in operating machines 
and mechanisms, every fifth—in their adjustment and 
repair. Every fifth worker works above ground, and of 
these, two-thirds are women. The main mass of workers 
is classified according to qualifications in the lower 
limits of skilled categories, for which no more than an 
average professional education is sufficient. 


According to the last census on the composition of 
workers, only 3 percent of industrial production workers 
classified as highly skilled according to the accepted 
system of registration were employed in groups of pro- 
fessions requiring an average special education. But it is 
necessary to invest a special meaning in the concept of 
the skills of underground workers. After all, work in a 
stope and in tunneling mine excavations can frequently 
be called the art of mining in their specific character. But 
the people who perform this work, regardless of level of 
education, should be considered highly skilled. And such 
workers—stope miners and tunnelers—make up 25 per- 
cent of the total number of workers in our mines. 


There are also quite a few jobs for which unskilled 
workers without long special training can be used. This 
attracts people, inasmuch as even this work in the mines 
gives certain benefits, privileges, and earnings that they 
cannot find in another place 


[Vyatkin] The well-known alienation of the worker from 
property influences the attitude of people toward work. 
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As Adam Smith said, a person who does not have the 
right to acquire property can be interested only in eating 
as much as possible and working as little as possible. It 
follows from this that the state should establish the kind 
of directions of activity necessary to society when a 
person seeking his own advantage will do that which 1s 
advantageous to society as well. In addition, he may not 
realize this. Extrapolating the principle to industry, we 
can ask ourselves what directions guarantee an increase 
in its efficiency, and what opportunities does this open 
up for a more » »* onal use of labor resources? 


[Surgay] The ‘ndices of the miners for increasing 
Output a’ > costs for it depend on how 
quickly wu... sta s the situation in the economy 
and resolves que tions of policy on subsidies, price 
formation, taxation, and other matters. The directions of 
the efforts in the development of the industry have been 
determined. They will be achieved by the introduction of 
the capacities of new units in operating enterprises. 
Market relations can entail a reduction or even the 
closing of individual production because of low profit- 
ability, high prices for coal, inability to compete, etc. 
There will be a need for state support (sanation) mea- 
sures for a certain period to improve the production- 
commercial activity of small unprofitable mines that are 
the main facilities, if not the only facility for the employ- 
ment of labor for the population of mining settlements, 
and also of mines without whose coal irreplaceable losses 
are plainly possible. 


In order to survive under the new conditions, collectives 
will be forced to actualize internal reserves of labor 
productivity growth, reduce the cost of mining, improve 
the quality of coal, and find the most profitable market 
for the sale of products. They will be compelled to satisfy 
all of these requirements, including an increase in 
workers’ incomes, at the expense of their own resources 
or loans. This will break the psychology of dependency, 
on the basis of which objective conditions that require 
state or internal branch subsidies are laid down, while 
internal reserves, including poor management, are not 
examined. 


The problem with the job placement of workers released 
during a shutdown or reduction of production inside the 
industry can be resolved with a transfusion of the work 
force, a redistribution of labor resources between mines 
and associations, and requirements for new mines. How- 
ever, it should be noted that the additional requirement 
for manpower will nevertheless be more than three times 
lower than the amount released as early as the next year 
or two. This trend will continue to the year 2005. At the 
same time, of course, the necessary efforts will be made 
to retain and find jobs in basic production for the most 
qualified and promising workers. 


In this connection, implementation of the coal industry 
SOTEKH program that was developed by specialists of 
Gosugleprom [State Committee for the Coal Industry] 
has great significance (PRAVDA UKRAINY has already 
familiarized its readers with it). 
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It must be taken into account that the release of workers 
will make it possible to open and expand the new 
production in the industry that society needs, for which 
there previously were not enough workers. This is the 
reprocessing of mine waste products and the enrichment 
and use of small technologies to increase the output of 
high-quality fuel, and others. 


It cannot be ruled out that some enterprises will ensure 
employment owing to a shift from state and other forms 
of property or the implementation of destatization by 
means of leases and incorporation. 
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The release will cause a redistribution of labor resources 
to the production of light, food, and processing indus- 
tries. Considerably fewer workers than required are now 
occupied in this sphere in coal mining areas. 


Diligence in the placement of personnel requires mutual 
understanding and the mutual responsibility of the 
administration of enterprises and the trade unions. It 1s 
necessary to realize that there should be no confronta- 
tion here between “lower echelons” and ‘“‘upper eche- 
lons.”’ It is necessary to create conditions to ensure that 
a worker can protect his interests with his own high labor 
productivity, and not find himself dependent on the 
State. 
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ARMENIA 


Communists Seen as Force in Coming Elections 
944F 14404 Moscow SEGODNYA in Russian 30 Aug 94 p 5 


[Article by Gamlet Matevosyan: “The Communists of 
Armenia Sound the Assembly: The President of the 
Republic of Armenia Considers Them a Political Force 
With a Real Claim to Success at the Elections’’] 


[Text] The activity of the Communist Party of Armenia 
did not end with the change of power in 1990. The party 
is gradually restoring its influence on the social life of the 
republic. It numbers almost 50,000 members in its 
ranks, and their numbers are continuing to grow, struc- 
tures have been restored throughout the republic, the 
communists are participating actively in the work of the 
local councils of various levels and publishing their own 
newspaper—MER KHOSK (Our Word)—and the Com- 
munist Party of Armenia is represented in the Supreme 
Council of the Republic of Armenia. The party leader- 
ship assures us that there are many young people among 
the supporters of the Communist Party of Armenia and 
that the Communist Youth League, with approximately 
3,000 members, has already been restored. According to 
the data of recent sociological surveys, the Communist 
Party 1s the most popular political organization in 
Armenia, and the popularity of the communists has 
leaped without the active involvement of the party itself, 
practically. The reason is clear: It 1s mainly nostalgia for 
the lost stability and profound disenchantment with the 
democrats, who threw out the former regime, but who 
have given nothing tn exchange. 


The 31st Communist Party of Armenia Congress, which 
was held recently, provided a relatively full idea of the 
positions and main directions of the activity of the 
communists in the present domestic political situation. 
Aside from the customary affirmation of the negative 
consequences of the rule of the Armenian National 
Movement, specific demands were heard. They include a 
change of power on legal grounds—by way of early 
elections of the Supreme Council and the president of 
the Republic of Armenia—the abandonment of “shock 
therapy” and the restoration of the socialist system with 
the existence of a multistructural economy, and a con- 
federative union of Armenia with Russia and other 
former Soviet republics, on condition of preservation of 
the rights of a subject of international law 


It is significant that the communists consider a final 
political resolution of the Nagornyy Karabakh problem 
possible only within the framework of the creation of a 
new Union. And all the republics on the territory of the 
former USSR that are now unrecognized—Abkhazia, 
Crimea, Nagornyy Karabakh, the Dniester region, for 
example—should, what is more, be a part of the newly 
formed Union as its full subjects. The delegates unequiv- 
ocally supported the establishment of close ties to the 
Communist Parties of Russia, Ukraine, and Belorussia 
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and also of the countries of the far abroad, where there 1s 
a strong Armenian diaspora. 


The congress completed its business with a statement of 
the party’s readiness to begin the struggle for power by 
parliamentary methods. The republic today recalls how 
President Levon Ter-Petrosyan once declared that, in 
the event of his dismissal. he would try to hand power to 
the communists, not “political adventurers.” At that 
time the statement of the president of the Republic of 
Armenia did not seem serious. Today, however, every- 
thing looks different. Especially since Levon Ter- 
Petrosyan himself also recently mentioned the 
Communist Party in a quartet of political forces with a 
real claim to success at the elections 


AZERBAIJAN 


Guliyevy Views Karabakh Peace as ‘Closer Than Ever’ 


9441-14594 Moscow NEZAVISIMAYA GAZETA 
in Russian 31 Aug 94 p 3 


[Interview with Rasul Guliyev by Aydyn Mekhtiyev; 
place and date not given: ‘* ‘We Have Never Been Closer 
to Peace; Rasul Guliyev, Chairman of the National 
Assembly of the Azerbaijan Republic, Hopes for a 
Speedy End to the Karabakh War’’] 


[Text] 


{Mekhtiyev] Mr. Chairman, as we know, the parties to 
the Karabakh conflict are at the present time, with 
Russia's mediation, continuing to discuss the Grand 
Political Agreement, with which hopes for an end to the 
war are linked. Various opinions concerning the time- 
frame of the signing of this all-embracing treaty are being 
expressed. Please tell us how the leadership of the 
republic’s parliament assesses the current situation? 


[Guliyev] | would like first of all to emphasize with 
satisfaction that the present stage of the negotiations for 
a settlement of the Armenia-Azerbayan conflict ts taking 
place against the background of a stable truce, to which 
the parties to the conflict have adhered strictly for more 
than three months now, since 12 May of this year to be 
exact. Naturally, this fact in itself shows that Yerevan 
also has recognized the futility of the attempts to resolve 
this problem by way of a continuation of combat oper- 
ations. As far as the leadership of Azerbayan 1s con- 
cerned, it has not ceased to reiterate, throughout the past 
year, at least, that is, in the period since the election of 
President Geydar Aliyev, that there 1s simply no alter- 
native to a peaceful resolution of this problem. The 
Armenian side, for example, has occupied eight districts 
of Azerbaijan, but this does not afford it grounds for 
speaking with Azerbaijan from a position of strength 
The world practice of the solution of regional conflicts 
that has taken shape excludes such an approach. Neither 
the world community nor the CSCE recognize the terri- 
torial acquisitions made by the Armenian side as a result 
of unconcealed aggression against Azerbayan. Six years 
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of exhausting and senseless war have caused both peo- 
ples enormous suffering, and the economy in both coun- 
tries, exhausted by the war, is in a most serious state. The 
continuation of the war in this region is the reason why 
leading countries of the world are simply unwilling to 
make investments in our economy, and real obstacles to 
the development of regional cooperation have been 
created aiso. Armenia itself also, most likely, recognizes 
the abnormal situation whereby it still does not have 
diplomatic relations not only with Azerbaijan but with 
Turkey also. And the reason is the same—Armenia’s 
unwillingness to recognize the invariability of its borders 
with neighboring countries. I sincerely hope that in the 
course of the present negotiations for a settlement of the 
conflict, which are taking place with the active media- 
tion of Russia, the leadership of Armenia will display the 
political will and take the necessary steps to end the war. 
In turn, we are prepared to go our part of the way 
necessary for the achievement of peace. I believe that not 

nce in all six years of war have we been closer to 
negotiating a conclusion of the war. 


{Mekhtiyev] Nonetheless, does it not seem to you that it 
would be premature to speak of a speedy signing of the 
Grand Political Treaty. For, as far as I know, the round 
of Moscow negotiations that has just been completed 
revealed serious disagreements between the parties on 
the issue of Lachin and Shusha. 


[(Gulivev] Truly, the question of Lachin and Shusha, 
\zerbaijani cities occupied by Armenian troops in May 
1992. 1s one of the most important for the Azerbayani 
side, and it should be raised in the Grand Political 
\greement in all seriousness. Yes, the Armenian side 
must liberate all occupied territories of Azerbaijan, but 
the cart should not be put before the horse, and we say to 
the leadership of Armenia: “Let us resolve all problems 
in stages.’ | would remind you of the sequence of these 
stages: a stable cease-fire; the disengagement of the 
parties to the conflict: the withdrawal of forces from all 
occupied territories; the unblocking of transport and 
supply lines: the return of the refugees to their 
land. and at the final stage, determination of the status of 
Nagornyy Karabakh. We believe that, if the issue 1s 
framed this way, all four well-known resolutions of the 
LIN Securnty Council, each of which orders the imme- 
diate Itheration of the occupied territories, will, finally, 
be realized also 
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[Mekhtiyey] | would like to dwell in more detail on the 
question of the status of Nagornyy Karabakh since it 
represents one of the most important questions in the 
problem that we are discussing... 


[Gulivev] The fundamental principles within whose 
framework this question 1s to be solved are well known: 
assurance of the territorial integrity of Azerbaijan; a 
guarantee of the rights of all its citizens, regardless of 
nationality. We believe that the question of the status of 
Nagornyy Karabakh should be discussed only after the 
status quo that existed in the region up to February 1988 
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has been restored. Much ts being said about the rights of 
the Armenian majority of Nagornyy Karabakh, but it 1s 
forgotten here for some reason or other that, before the 
start of the conflict, Azerbaijanis constituted one-fourth 
of the population of this autonomous formation, and, 1n 
the city of Shusha, about which I spoke earlier, 95 
percent of the inhabitants were Azerbaijanis. They were 
all, as you know, driven out of their homeland and now 
live in hope of returning to their native haunts. | am sure 
that we can hardly speak of the status of this formation 
without regard to the opinion of the Azerbaijani com- 
munity of Nagornyy Karabakh. 


{Mekhtiyev] What do you think, can it be said that there 
are between Yerevan and Khankedi (Stepanakert) some 
differences in the approaches to a solution of the con- 
flict? The Russian press said that it took a great deal of 
effort on the part of the Armenian president to persuade 
the leadership of Nagornyy Karabakh to sit down at the 
negotiating table? 


[Guliyev] Any sober-minded person understands that 
the Armenians of Nagornyy Karabakh could not, of 
course, fight Azerbaijan were it not being backed by 
Armenia. That is, it is not Khankedi that dictates the 
terms to Yerevan but entirely the other way about 
Yerevan is supplying the Armenians of Nagornyy Kara- 
bakh with manpower, fuel, equipment, and weapons 
Yerevan bears almost all the financial expenses in this 
war. I do not understand how in this situation it can be 
said that Yerevan and Khankedi are operating from 
different positions. This is for very naive people. 


[Mekhtiyev] Mr. Chairman, speaking of a settlement of 
the conflict, we cannot ignore the question of a peace- 
keeping force. As we know, a common concept of the 
composition and deployment of a peacekeeping force 
and international observers in the region of the Kara- 
bakh conflict has yet to be completely worked out 
between Russia and the CSCE Minsk Group. What do 
you think, on the basis of what principle should peace- 
keeping actions be realized? 


[Guliyev] I believe that the peacekeeping force that 1s to 
be committed to the region for the disengagement of the 
parties to the conflict should include subunits not just of 
some one country. The authority and efficacy of this 
peacekeeping force would only be reinforced by there 
being as many countries as possible represented tn it. | 
am sure that the leadership of the Russian Federation 
also, which is performing the lead role as mediator at the 
peace negotiations, has an interest in this. In the course 
of my visit to Moscow this spring, | conducted negotia 
tions with Mr. Shumeyko, chairma’ * Federation 
Council, and Mr. Grachev, minisie se, and also 
with Mr. Kozyrev, minister of fore: irs. | would 
like to emphasize that none of them ed the legiti- 
macy of the proposal of the Azerba ;.... side that the 
peacekeeping force be international and operate under 
the aegis of so influential an organization as the CSCE 
In the event of just such an approach being assumed as a 
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basis, the extremist forces within Azerbaijan, which are 
operating with anti-Russian slogans, could not once 
again accuse Russia of imperial ambitions. 


{Mekhtiyev] Mr. Chairman, we recall that, after you had 
signed the Bishkek Protocol, the opposition in Azerba- 
ijan accused the leadership of the republic of a betrayal 
of national interests. Now the opposition forces are 
declaring just as emphatically that they will not permit 
ratification of the Grand Political Agreement in the 
event that it 1s signed.... 


[Guliyev] I would put it this way: the political forces that 
are opposed to a peace treaty are, in fact, supporting a 
continuation of the war. I am sure that the most sober- 
minded part of the opposition could not agree to the issue 
being presented this way for it also has to understand that 
it is impossible speculating on the grief and suffering of 
one’s own people for the sake of coming to power. At the 
same time, I am forced to acknowledge that there are still 
many of those that like to fish in troubled waters. We are 
observing a very curious phenomenon. The Popular Front, 
which just two years ago twice ousted from the presidency 
Ayaz Mutalibov, is today prepared to be his ally for the 
sake of achieving a single goal—the disruption of civil 
accord and stability in Azerbaijan at any price. In a recent 
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interview with MOSKOVSKIYE NOVOSTI, Mutalibov 
quotes without a hint of irony Zhirinovskiy’s words to the 
effect that he, Mutalibov, should be made the head of a 
Baku general governorship. But I would like to emphasize 
particularly that the situation in the republic is controlled 
by us and that the guarantor of stability in the republic 
today is Geydar Aliyev, the popularly elected president of 
Azerbaijan. 


[Mekhtiyev] The opposition forces of the republic have 
long been demanding parliamentary elections. Could 
you give a time when they will be held? 


{Guliyev] Of course, discussion of this problem is ripe. 
We are planning this September to offer for general 
discussion a parliamentary elections act, and in October, 
to adopt this act in the National Assembly. Elections will 
be held, I believe, no later than June-July 1995. I am sure 
that they will take place on a democratic basis. We are 
preparing also to adopt a new constitution. Its draft will 
be offered for general discussion in November- 
December of this year. In my view, Azerbaijan should, in 
accordance with the new constitution, be a presidential 
republic since the head of state is elected by the whole 
people, and the president should, consequently, have 
broad powers. 
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ESTONIA 


Discrimination Against Russian Speakers in Estonia 
Continues 

944F 11744 Moscow NOVAYA YEZHEDNEVNAYA 
GAZETA in Russian 4 Aug 94 p 3 


[Article by Aleksandr Veretennikov, RIA NOVOSTI 
especially for NOVAYA YEZHEDNEVNAYA 
GAZETA, Tallin: “When the Elder Brother Has Become 
the Younger’’} 


[Text] Are human rights being violated in Estonia? Rus- 
sian-speaking deputies of the “Nash vybor’’ [Our Choice] 
faction in the Tallin city assembly have attempted to 
answer this question while gathering material on the 
subject. 


In the opinions of deputies, the main problem is that as 
of yet the status of about one-third of the population has 
not been established. Laws concerning this group of 
people have not yet been written. Existing laws them- 
selves do not provide a definition of a permanent resi- 
dent of Estonia, which has resulted in the arbitrary 
interpretation of some laws. Despite the fact that the 
authorities assure us that there are no human rights 
violations in Estonia, the deputies spoke about dozens of 
cases 1n which residence visas were not issued, in which 
temporary or permanent residence permits were not 
given to children or spouses, even if one of the spouses 
was a citizen of the republic, and in which children could 
not leave the country. For example, the children of 
“noncitizens” who had reached the age of 14 and did not 
have identification documents were without rights, and 
thus unable to travel. 


A daughter who has come with her children to see her 
mother cannot receive a residence permit to stay with 
her. A wife does not have the right to travel to the 
Ukraine because she does not have a residence permit— 
her husband was recently in the military. He is being 
punished for the profession he once chose, as are the 
workers of the former national Estonian Fishing 
Industry Association, who have residence permits for 
their place of work. When the temporary residence 
permit expires, it 1s not possible to renew it. This 
remnant of Stalinist times, the residence permit, has 
acquired grotesque features in democratic Estonia. It 1s 
useless to turn to the courts—lawsuits regarding the 
aforementioned facts are not accepted. 


The Russian-speaking deputies feel that human rights 
are being violated in Estonia, especially in laws of a 
nonconstitutional nature, in sublegal acis, and by offi- 
cials at the local level. Thus, Liya Zyanni, Minister of 
Reforms of the Estonian Republic, announced that the 
rights of “noncitizens” will in no way be violated during 
the privatization of housing. But in Tallin’s 
Shismyazskoye Housing Administration, for example, a 
decision has already been made to prohibit the privati- 
zation of apartments in a small place called Astanga, 
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thereby depriving 280 Russian-speaking families of the 
opportunity to use their privatization ecards. Also, para- 
graph 11 of the Laws for Privatizing Municipal Property, 
which were confirmed by the city assembly, has already 
established that people who do not have Estonian citi- 
zenship may be turned down for privatization. The text 
of an agreement on leasing housing space, confirmed in 
September of last year by the Tallin mayor's office, states 
in one of its points that an apartment tenant who has an 
urgent need for housing does not also have the right to 
exchange housing facilities. 


Russian-speaking deputies wondered whether all of these 
violations were individual cases of arbitrariness by indi- 
vidual functionaries or whether the situation in which 
Estonia’s Russian-speaking population finds itself is 
related to human rights violations. The deputies came to 
the conclusion that it 1s the ideology of Estonian law 
itself that creates the prerequisites for mass violations of 
human rights. This involves a course of restitution by the 
Estonian Republic on the basis of legal continuity with 
the period prior to 1940 for its citizens. Based on this, 
the Constitution and laws, sublegal acts, and orders of 
the highest executive organs are based on the primacy of 
the rights of citizens by nationality over those of other 
permanent residents who are primarily Russian 
speakers, many of whom were born in Estonia, have 
worked there all of their adult lives, and have made an 
enormous contribution to the economy, culture, and 
science of the country. 


In the words of the Russian-speaking deputies, the 
ideology being implemented by today’s Estonian politi- 
cians, that of separating permanent residents into two 
groups that do not enjoy equal rights, 1s manifested in 
the fact that one portion of the country’s population has 
civil and political freedom and the entire complex of 
human rights, while the second group has been given, at 
best, only human rights. All of this results in a situation 
in which it is possible to discriminate against represen- 
tatives of the second group 1n the area of human rights as 
well, since as long ago as 1950 the general assembly 1n its 
resolution proclaimed that “civil and political freedom 
and economic, social, and cultural rights are interrelated 
and conditional upon each other.” 


The Russian-speaking deputies have emphasized that 
the ideology accepted in Estonia ielating to the develop- 
ment of law and the absence of many legal acts on the 
constitutional level create the possibility in the republic 
for mass violations of human rights as described in the 
“General Declaration on Human Rights.” In particular, 
according to Khakon Barabaner, member of the Rus- 
sian-speaking representative assembly administration, in 
Estonia government expenditures are made without con 
sideration of the contributions into the state budget by 
various social and ethnic groups. Opportunities to 
receive an education in the Russian language, including 
a higher education, are being curtailed. “The cardinal 
sociopolitical changes that are occurring in Estonia have 
resulted in the fact that tens of thousands of ‘noncitizens’ 
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do not have the means to exist. Moreover, this is the 
result of factors over which these citizens have no 
control,’ noted Barabaner. He confirms that families 
have not received support from the Estonian Govern- 
ment to allow them to maintain an appropriate standard 
of living. 


The deputies of the Tallin city assembly also expressed 
concern about the Estonian Republic’s labor contract 
law, in which “noncitizens”’ are assigned the role only of 
applicants—they can be hired only with the approval of 
the authorities. In many cases access to government jobs 
is completely closed to them. Not a single representative 
of the Russian-speaking population was able to become a 
member of the Estonian city assembly, because perma- 
nent residents who were ‘noncitizens’ were deprived of 
the right to participate in elections to the Estonian state 
assembly, after all, they are even forbidden to form their 
own associations and parties. 


The deputies from Russian-speaking factions feel that 
the situation in Estonia is creating an atmosphere of 
deep psychological discomfort and is destabilizing Esto- 
nian society. They are calling upon the republic’s higher 
authorities to take immediate action to change the 
existing situation in the country as regards the “Russian 
question.” 


Swedish Firm Developing Plan for Stock Exchange 


94P211614 Stockholm SVENSKA DAGBLADET 
Swedish 26 Aug 94 p 44 


{Article by Nils-Erik Lindell: “Swedes on Buying Spree 
in Estonia”™’] 


| Text} Goteborg—Sweden has so far invested the most 
money as Estonia privatizes its state-owned enterprises. 
One problem in the privatization effort, however, is that 
there is no stock exchange in Tallinn. Plans for an 
Estonian stock exchange are now being drafted by the 
consulting firm of Kastellgarden in Goteborg. 


‘In Sweden there are now around 30 fund managers who 
trade in shares and securities; in Estonia there is not a 
single one,’ says Tommy Nilsson, CEO of Kastellgarden. 


“Now we are going together with a Swedish fund man- 
ager to establish a number of brokerage firms in Estonia. 
The central stock exchange should at least during its first 
few vears be attached to the stock exchange in Stock- 
holm, where all technical processing could be performed. 
We have drafted a preliminary proposal that 1s now 
being studied by the Ministry of Finance and Industry in 
Tallinn.” 


Kastellgarden has been present in Estonia since 1989, 
when it began operating as a joint venture with the then 
state-owned—now privatized—consulting firm of 
Mainor. 


Teaching Young People 


Kastellgarden in Sweden has arranged a series of semi- 
nars for management staff within government ministries 
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and companies. Recently groups have been assembled 
for two rounds of sessions for young clerical and man- 
agement staff from EPA—the state-owned privatization 
commission. 


“We are being taught how firms are sold, how to nego- 
tiate, how to adapt the way offerings are made, and how 
a stock exchange operates,” reports Tair: Room, a young 
female administrative worker in EPA. “We started with 
theoretical studies while still at home in Estonia. Now we 
are making field trips to companies and brokerage 
houses. Among other things, we have looked at the 
Power Company in Goteborg, which is going through a 
privatization process.” 


“Our role when we return home will be to help set up an 
investment system, which among other things would 
include how to assess the value of a company,” says Erik 
Sepping, also one of the young employees from EPA. 


Paid by the Government. 


Kastellgarden’s project “How To Sell a Large Company” 
is being paid for by the Swedish Government and 1s 
being organized in cooperation with EPA. 


Sten Orneblad, training chief at Kastellgarden, says that 
one of the activities included in the Swedish portion ts to 
conduct field trips to businesses. “We are studying large 
business deals made in Sweden in recent vears, and are 
examining advantages and disadvantages of each deal.” 


Sweden has so far been responsible for almost a third of 
foreign investment in Estonia. From 1991 until | April 
this year, foreign interests had purchased firms or shares 
of firms in the amount of 3.3 billion Estonian kroons, of 
which well over | billion came from Sweden. 


Altogether this year, 260 Estonian firms have been put 
up for sale. By May 125 had been sold. Among other 
Swedish buyers Ericsson, Felix, Svenska Tobaksbolaget, 
Atlas Copco, and Cement, as well as the textile firms of 
Kellermans and Ludvig Svensson in Kinna, have been 
seen. 


LATVIA 


Latvia Attempts To Deal with Kurds Transiting To 
Europe 
944K2234A Riga LABRIT in Latvian 16 Aug 94 p 14 


[Interview with Command Captain Janis Adamsons, 
Boarder Guard Brigade Commander, by leva Stale: 
“The Kurd Problem: A Threat to Latvians” | 


[Text] Kurd refugees, on their way to the “promised 
land”, have used Latvia as a transit point, and this 
practice has not lessened—this was confirmed by the 
recent event where 80 Kurd refugees were detained on 
board the fishing vessel “Code”. The actual number of 
refugees, by the time it reached the general public, 1s not 
certain, but it 1s an undeniable fact that—as long as the 
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nation cannot provide strong border controls, nor even 
protect the borders, the current flow of Kurd refugees 
could become a Latvian national problem as early as the 
beginning of the next millennium. “‘Labrit” invited 
Boarder Guard Brigade Commander, Command Cap- 
tain Janis Adamsons, to express his viewpoints on the 
Situation. 


{Stale] What is the most common route by which the 
Kurds come to Latvia? 


[Adamsons] The Kurds arrive in various groups, usually 
by bus from Moscow. The refugees are brought up to the 
Latvian border, where, avoiding the control points, they 
go across. On this side of the border, past the two 
kilometer zone, the next bus awaits to take them to the 
end point in Riga. When a sufficient number of persons 
has been gathered, transportation is required to bring the 
refugees abroad. I think the main route of the refugees is 
crossing overland borders. The variation in which the 
Kurds are brought to an island in the sea, from which 
they are taken aboard by another ship, can be a theoret- 
ical possibility, but it is quite difficult to carry out in 
practice. Another variation is the most simple: the Kurds 
remain somewhere close to the coast of Latvia or 
Estonia. The ship takes care of all formalities and is 
empty when leaving the harbor. It then stops at a 
predetermined spot on the coast and boards the people 
from boats. 


At one time, Kurdistan was a very ancient country, and 
then it was cut up into four regions. At present, some of 
the Kurds are found in Turkey, Afghanistan, Iran, Iraq, 
and these are the places from which the majority of the 
refugees originate. In order to reach the West, they must 
travel a long and difficult road through several countries. 
In order to do this, they also need to have a substantial 
sum of money... 


I have never denied that the border at present is being 
somewhat controlled, but not guarded. There are no wire 
fences and the worst situation exists on the eastern 
border—we are physically unable to guard it. The 
greatest problem is related to obtaining technical mate- 
rial resources, and only then, if this problem is resolved 
on the governmental level, can I be held accountable for 
every person who has illegally entered Latvia. At this 
time, even if we could place border guards at a five meter 
distance from one another along the entire length of the 
border, getting through would not be impossible. 


[Stale] Does a similar situation with illegal migrants exist 
in Lithuania and Estonia? 


{Adamsons] Latvia is located in the most ideal geograph- 
ical situation, and as a result, the problem is not as severe 
in our neighboring countries. If the Kurds went abroad 
starting from Estonia, it would be more advantageous for 
them to head for Sweden and Finland. Lithuania has 
very little coastline and not many ports, so they are 
easier to control. But from Latvia, it is more advanta- 
geous and convenient to get to the Scandinavian coun- 
tries, Denmark, even Germany... There have been 
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occasions when the Kurds have gone through Lithuania, 
but that only happens once or twice a year. 


[Stale] Did the latest capture of 80 Kurds happen by 
chance? 


{[Adamsons] It could also be considered a natural out- 
come of events, because a few days before the 80 Kurds 
were caught on the fishing vessel ‘““Code’’, I gave the 
order to inspect absolutely all ships, even those just 
making coastal runs. Such actions are necessary, at least 
until the situation is brought under control. The ship 
“Code” had gone out to sea without giving notification, 
and therefore illegally. Of course, this also involved 
carelessness on the part of a particular boarder guard, as 
well as some other port protection service guard. There is 
an investigation underway in the service, and appar- 
ently, the matter will be turned over to the Procurator’s 
Office. 


[Stale] Is there any information available on how much it 
costs to transport a Kurd abroad? 


[Adamsons] To transport one refugee abroad to the West 
costs from three and one half to five thousand dollars. 
My personal opinion is that we should not adhere so 
strictly to the viewpoint that Kurds are political refugees. 
I would refer to them as “economic” refugees—thc y are 
in search of economic welfare, because, all in all, being 
political refugees, the Kurds could also remain in Russia. 


[Stale] The attitude towards the Kurds is that they are a 
totally impoverished people, coming from undeveloped 
countries. But in such a case, how are they able to pay 
these five thousand dollars? 


[Adamsons] Those who are really poor do not escape, 
because they are unable to get such amounts. Those who 
have money are escaping. Having come in contact with 
the recently detained Kurds, I was actually able to see the 
level on which they led their social lives, and to observe 
the clan system, by which they are ruled. At meal times, 
when we gave everyone their meals at the same time, and 
there was enough food to feed everyone, the first to eat 
were those who had lived in the mountain valleys, next 
were those from the mountain middle ranges, and the 
last were those who had lived high up in the mountains. 
And, for example, they even offered officers money and 
women... Now, the detainees have been placed under the 
authority of the Ministry of Internal Affairs. The border 
guards held the Kurds for ten days, although our duty is 
only to stop them. The next in line to handle them should 
be the Department of Migration and Immigration 
Police, but they have not been formalized yet. 


[Stale] Which ship captains are actually approached to 
participate in these illegalities? 


{Adamsons] The fishing vessel ““Code” was already fined 
last year for various illegalities. I hope this ship’s captain 
will finally be charged with criminal activities. Basically, 
they look for captains who are ready to break the law. 
Actually, the main problem is not that the refugees are 
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looking for better living conditions—that is quite 
humanly understandable. The main fault rests with the 
captain, who through such “actions” is breaking all, 
written and unwritten, maritime laws. He is exposing 
these people to danger—a ship’s captain must provide 
each person who is aboard his boat with a lifesaving 
device. For this particular ship, a maximum of ten 
people can be allowed and supplied with life vests. And 
among the latest group of refugees, there were even 
children. 


[Stale] How long would it take to get to Sweden with a 
ship like the ““Code’’? 


{Adamsons] If there are no obstacles, then ten hours. In 
such cases, the refugees are accepted by the immigration 
police. Although Sweden has toined the international 
convention on the acceptance of refugees, it is not happy 
with the Kurds. Latvia must do all it can to close the 
borders, and must quickly adopt legislation that will not 
allow immigrants to remain here. Otherwise, Latvia 
could experience the same problems as has Germany 
with the Turks. This problem has, in part, affected our 
country. Those searching for work come here from 
Russia and Ukraine to make money, but we must 
remember that we also have our own unemployment. If 
this is to continue in such a manner, then there will not 
only be a majority of Russians in Latvia, but also 
immigrants from South Asia, Turkey, and the underde- 
veloped Eastern countries. 


[Stale] According to the law, what will happen to these 80 
Kurds next? 


{Adamsons] They will be deported back to the country 
from which they arrived. However, another problem is 
that the Russians, for example, may not be interested in 
accepting them into their country. That is why it 1s very 
important not to allow an influx of immigrants into 
Latvia, otherwise, after ten or fifteen years, Latvia will 
be converted into a country where you see more dark- 
skinned people than others... In my opinion, we must 
consider Finland’s example—refugees usually do not 
attempt to go there, because they have such draconic 
laws in this respect. 
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The solving of this problem, in the near future, should be 
taken up by the immigration police, who should inves- 
tigate the information provided by the border guards on 
all of those entering the country. Even those who have 
been apparently invited for a visit. Recently, a Chinese 
person was detained in Riga who had arrived in Latvia 
by invitation four years ago, and, during this period, had 
obtained an apartment and a car. although he still 
carried a Chinese passport. In fact, his activities in 
Latvia were to invite Chinese people here, then take 
away his countrymen’s passports and use them for slave 
labor, in the literal sense of the words. An entire com- 
pany has been uncovered, which uses these immigrants 
as cheap labor—they receive a minimal amount of 
money. If we want to consider Latvia as a civilized 
country, then we should not allow organized slave labor 
where people have absolutely no rights... 


Size Of Latvia’s Government Bureaucracy 
Detailed 

944K 2234B Riga LAUKU AVIZE in Latvian 16 Aug 94 p 3] 
[Article by A. Drezins: “Politics Does Not Interfere With 
Bureaucracy. ”’] 


[Text] The State Civil Service Board called a press 
conference, in which the board chairman Indulis Tupesis 
once again emphasized: the political events are not 
interfering with certification of candidates tor official 
No candidates for official have declined to take the 
certification test. At present, the second phase of the 
certification procedure is taking place, in which more 
than 350 candidates have participated in 


Simultaneously, work 1s being performed on the Cabinet 
of Ministers regulatory bill “On the description of posi 
tions for state civil service officials’, and the “law on 
disciplinary penalties for officials’ and the “law ot 
conflicts of interest” have already been worked out 


I. Tupesis: “The number of officials that Latvia has at 
present is quite sufficient. Another matter, which could 
be discussed, 1s that there are too many 1n one area, and 
in another—not enough.” 
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| Name of institution [3 No. of officials | Wage pool ( r Thousand Ls) | __ Increase (Thousand I S) 
- - = ini eaiceniaicenomeeecerensd ace: aan __ a ce eratitennestil 
| Ministry of Defense | 441 28.247 | 21.500 
_ = Seite eiinesoteicciccosiceesNisnas emeuoeceamtetnnpsniceunsciennsmsaeepebeeanaetoenn | ae : 
2 | Ministry of Foreign Affairs 256 22.791 | 13.603 | 
ae | ee es ——— 
3 Ministry of Economics 433 28.409 20 327 
— —— + ee —— — T a = _ q en ESSERE —— a — — —EE 
4 Ministry of Finances 4522 305 315 193 847 
5 ” Ministry of Internal Affairs | 211 14 673. 10. 187 
: wane pe (ce a nt aceaneneenheapeteincniaamiaes i _ = 
6 | Ministry of Special Assignments — | 19 1.708 954 
- OS ee ee OO ee — TTT a 
State Sec retarial Office 129 } 11.865 4.472 
= + = eaestionpnneed aaa Were ee eset aiaionsabsjeinminsenaseinaeeintneaemmasa ‘aecsicanevacictesiemsenieemaane iacieemeenesiees i . ao . . 
8 ‘State ( ontroller § ( Mice | 128 | 14. $40 | § 325 
9 Ministry of C shure Education and | 395 | 27.303 | 18.753 
Sciences } | 
—_—_— —_——> —_—_—___-—-—-_-—-- ——— $$ —-— ——.--— —— _—-- +——- $$ —__—___——_— --—_ — —- 
10 Ministry of Welfa are 1040 78.014 50.511 
ideal i eceieateeenienne eidiatemmieaen eietenien a Sesion = 
1! ‘Ministry of State Reforms 78 5.84] 3.406 
——~ —_—+ _ — —_—_——__——_+ ———_—___4+-—_____ _ — ——___ —— -~— —_— + —— SH 
i2 / Ministry of Transportation | 352 | 24.926 18.564 
13 Ministry of Justice | 325 22.834 | 15. 450 
ee ae ——— - 2 EE ———— | snaaecinalemeenana “ . _ 2 a a - 
14 Ministry of the Environme nt and 476 29 878 23 590 
Regional Developme nt 
a ieee —__f{____ -—-+ a . . 4 
15 Ministry oi Agriculture | 1578 102.232 79.888 
a + - —— ——E . - ¢ —-> —E—Ee —E — = - —* - — — 2 
| 10383 | 718.576 480.377 
Overview of the status of uncertified candidates for official in phase 2 of the certification procedure 
(from July 11 to July 28). 
Institution | Divisional unit | Position Candidate's first name, last name 
a i — — + 4 + _ . = 
RI Ministry of Justice Department of Regional | Director | Mara Zaleskevica 
| Courts 
+ . — enone = . = — : ae —— 
RI Ministry of State Reforms State Assistant Secretary | Dita Boke. 
—+ ~~ ———.-+ — + 
RI Ministry of Speci: al Ass ignments Staft Ea Assistant Minister | Sandra Eglaja 
+ . . . —__4— teenies — 
RI “Ministry yf Environme ntal 1! Prote ction State Deputy Secretary Janis ‘Budrevics 
and Region nal Development 
— _ - — — ‘ — + - ~+ _ —— ~_ - ——- — 
RI Mi nistry of Agric ulture | Department for the Promotion | Director Inguna Gulbe 
| of Exports 
arene Mmintee j } _ = 
RI State Controller's s Office | State Assistant Controller | Inga Mihailovica 
— a | it : : . — — 
RI Ministr y of Special Assignmen nts 5 Staff | Government Information Director | Jamis Galvins 
| Age ncy 
ee ee eee Pee t— : ; = 4 : : — Sneeeeiiaoes 7 +- : 
RL Ministry of Ec nomics Division of the Budget and Head | Emilija Bodze 
| Finances 
scieeierasncnsbensnaateetnees aero 7 it _ 
RL Ministr, of Economics Departme nt of Economics | Director Elga Barka 
LITHUANIA at discrediting the government and the president, and 
on top of that perfectly disguised. It is worth a 
Referendum on Indexing Savings Considered reminder that after several fizzled no-confidence 
944F 14204 Moscow SEGODNYA in Russian 27 Aug 94 p 5 votes in the parliament with respect to the current 


government (on the pretext of complete ineffective- 
[Commentary by Dmitriy Zhdannikov: “How Much ness of the economic policy and “catering to Russia's 


Civic Consciousness?’’] imperial designs’), Lithuanian conservatives sharply 

1 ‘ f € ivi | th changed the front of their offensive. True, an attempt 
ay i act ( S( ‘ “IVIC ) Py : . " . 

[Text] A test of sorts of civic consciousness of the voters ts to bring down the government through parliamentary 


expected in Lithuania today. The event in question is a 


; methods was not a promising undertaking: All accu- 
referendum on the matter of compensation for residents 


deposits. sations flung from the Seimas rostrum at the current 

Cabinet of Ministers on the subject of rising inflation 
This action, initiated back in June of this year by the and production decline were usually refuted by two or 
opposition, was a practically no-lose demarche aimed three sentences in Prime Minister Slezevicius’ 
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response statement. Such as: Landsbergis is not in a 
position to carp about 80-percent annual inflation, 
considering that during his rule it reached as high as 
1,200 percent. 


The conservative-initiated signature collection in sup- 
port of a referendum on compensation of deposits 
seemed to have a markedly different aim: to stop polit- 
ical bickering for a while and take care of their compa- 
triots’ well-being. After all, it 1s not right that the 
population’s deposits lost their value (and indeed it is 
not right). Well, we need to index everything that was on 
deposit in the savings bank as of March 1991, by a factor 
of 100. And immediately. 


Nobody argues that debts ought to be repaid. But only in 
such a way that makes sense. And it currently does not 
make sense in any of the republics of the former USSR— 
it will all be eaten up by inflation. That is why so far none 
of them has ventured into this *100-fold” idiocy, and it 
was doubly upsetting to discover its clinical symptoms in 
the Baltics. All of this happened for one simple reason— 
a loophole was left in the republic Constitution: Collect 
300,000 signatures (even if the issue is to mandate from 
now on calling household pets by name and patronymic), 
and the parliament will be obliged to call a referendum. 


Now the question: Do you want, in lieu of the 10,000 you 
had been saving for a car or a dacha before that fateful 
1991, to be paid | million in 1994? A normal person is 
unlikely to refuse. And therefore there 1s nothing sur- 
prising that double the necessary number of signatures 
were collected for a referendum. 


The Slezevicius government and the parliamentary 
majority of the Democratic Labor Party of Lithuania 
have one potential counter-move left: to ignore the 
conservatives’ initiative (under the excuse of, for 
instance, imperfections in the referendum law). Being 
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aware that to all consultative inquiries of the Lithuanian 
Government, both the IMF and the World Bank replied 
unequivocally: If you conduct indexation, you get hyper- 
inflation. And especially keeping in mind that both 
Brazauskas and Slezevicius had to be aware that the 
conservatives were not communists and were not under- 
taking this step for ideological considerations. If hyper- 
inflation provokes a social explosion, so much the better, 
and so much the easier for the opposition to bring back 
the issue of no-confidence in the government. 


But instead of an active counteroffensive against the 
conservatives, the presidential team and the government 
engaged in a lethargic television squabble with the oppo- 
sition, conducting educational work among the masses 
by an already obsolete scenario. Obsolete because the 
battle tactics have changed, and no propaganda can 
make people give up their legitimate money. 


Actually, on the very eve of the referendum the conser- 
vatives themselves questioned the seemingly uncondi- 
tional victory. As it turned out, a demand to index the 
people’s deposits by precisely a factor of 100 disappeared 
from the last version of the referendum issues. And at the 
same time, a new point appeared: on the possibility of 
early parliamentary and presidential elections should 35 
percent of the electorate vote for it. Thereby the oppo- 
sition very much disappointed the voters and provided 
the government with another pretext to accuse it of 
striving “to attain mercenary political goals through 
economic blackmail.” 


So, a referendum is being conducted in Lithuania today. 
I think that not too many voters will want to dig into the 
details of what exactly they are asked to vote for: 
compensation, Brazauskas, or Landsbergis. And I think 
that this is one of those rare instances when one could 
display his civic consciousness by not turning out to vote 
altogether. 








This report contains information which is or may be copyrighted in a number of countries. Therefore, copying and/or 
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NOTICE TO READERS: 


Due to customer demand, FBIS plans to begin publishing statistical 
material from Russia and other independent states of the former Soviet 
Union in the FBIS Daily Report: Central Eurasia (FBIS-SOV series) as a 
weekly Supplement titled ““Economic Review.” Statistical material now 
appearing in the FBIS Report: Central Eurasia (FBIS-USR series), which 
has a smaller circulation, will temporarily be double-published in both 
reports through 28 September. Economic material which refers to policy 
issues rather than statistics will continue to be published in the FBIS- 
USR series, pending further review. 


New customers should subscribe to the FBIS Daily Report: Central 
Eurasia (FBIS-SOV series) to obtain the weekly Central Eurasia 
Economic Review in the future. Currently Daily Report customers will 
receive this Supplement automatically. 
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publications contain political, military, economic, environmental, and sociological news, commentary, 
and other information, as well as scientific and technical data and reports. All information has been 
obtained from foreign radio and television broadcasts, news agency transmissions, Newspapers, DOOks 
and periodicals. Items generally are processed from the first or best available sources It should not be 
inferred that they have been disseminated only in the medium, in the language. or to the area indicated 
Items from foreign language sources are translated; those from English-language sources are tran- 
scribed. Except for excluding certain diacritics, FBIS renders personal names and place-names in accor- 
dance with the romanization systems approved for US. Government publications by the US Board 
of Geographic Names 





Headlines, editorial reports, and material enclosed in brackets [|] are supplied by FBIS/JPRS 
Processing indicators such as [Text] or [Excerpts] in the first line of each item indicate how the 
nformation was processed from the original. Unfamiliar names rendered phonetically are enclosed «1 


parentheses. Words or names preceded by a question mark and enclosed in parentheses were not clear 
from the original source but have been supplied as appropriate to the context Other unattributed 
parenthetical notes within the body of an item originate with the source Times within items are as given 
by the source. Passages !n boldface or italics are as published 
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The FBIS DAILY REPORT contains current news 
and information and is published Monday through 
Friday in eight volumes: China, East Europe, Central 
Eurasia. East Asia, Near East & South Asia, Sub- 
Sanaran Africa, Latin America, and West Europe 
Supplements to the DAILY REPORTs may also be 
available periodically and will be distributed to regular 
DAILY REPORT subscribers. JPRS publications, which 
include approximately 50 regional, worldwide, and 
topical reports, generally contain less time-sensitive 
information and are published periodically 


Current DAILY REPORTs and JPRS publications are 
listed in Government Reports Announcements issued 
semimonthly by the National Technical Information 
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ernment Publications issued by the Superintendent of 
Documents, U.S. Government Printing Office, Wash- 
ington, DC. 20402 


The public may subscribe to either hardcover or 
microfiche versions of the DAILY REPORTs and JPRS 
publications through NTIS at the above address or by 
calling (703) 487-4630. Subscription rates will be 





provided by NTIS upon request Subscriptions are 
available outside the United States from NTIS or 
appointed foreign dealers New subscribers should 
expect a 30-day delay in receipt of the first issue 


US Government offices may obtain subscnp 
tions to the DAILY REPORTs or JPRS publicatior 
(hardcover or rnicrofiche) at no charge through their 
sponsoring organizations For additional information 
or assistance, call FBIS, (202) 338-6735.0r write 
to PO Box 2604, Washington, DC 20013 
Department of Defense consumers are required to 
submit requests through appropriate Command val 
idation channels to DIA, RTS-2C, Washington, D C 
20301 (Telephone (202) 373-3771, Autovon 
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